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BUSINESS NEWS 


Israel lifts block on 
world nuclear 
disarmament talks 

Israel, the last state holding out 
against UN-sponsored talks on 
halting the production of fissile 
nuclear bomb-making material, 
lifted its objections under pres- 
sure from the US, enabling the 
61 -nation Conference on Disar- 
mament to set up a committee to 
draft a treaty. Paige 4 

Expo *88 official detained 
Portuguese police detained the 
chief accountant of the Expo *98 
Lisbon world fair in- an investiga- 
tion into the alleged embezzle- 
ment of mflfons of dollars. 

Page 10 


Renewed fighting m Kosovo 
Heavy fighting resumed in Serb- 
ia’s southern province of Kosovo 
around villages dose to the bor- 
der with Albania, overwhelming 
aid agencies with a new wave of 
refugees. Page 2 

Tanzania holds 14 fa bomb inquiry 
Tanzanian police rounded up 14 
foreigners in their search for 
bombers responsible for Friday's 
attack on the US embassy in Dar 
es Salaam. Kenya counts cost. 
Page 4 

Moscow accuses Pakistan 
Russia accused Pakistan of pro- 
viding military support and fight- 
ing forces to help the Taliban 
Islamist movement's advance in 
northern Afghanistan. 

UNHCR to drop ombudsman post 
The UN High Commissioner for 
Refugees is axing the poet of 
mediator, its neutral ombudsman. 
Anne-Male Oemmer, the outgo- 
big mediator, has published sev- 
eral highly critical reports about 
the organisation’s management 
Page 4 

Move to end Baghdad standoff 
The UN special envoy to Iraq wiH 
return to Baghdad tomorrow to ' 
try to resolve a standoff between 
toe Iraqi government and UN 
weapons Inspectors. 

Kurdish rebels launch attacks . 

Kurdish Workers Parly (PKIQ . - - 
guerrillas rebels have launched a 
series of attacks on Turkish 
forces around toe eastern garri- 
son town of Tunceti to mark the 
anniversary of their 14-year-old 
rebellion. 

Russian miners’ leader hsfd 
The leader of a Russian miners’ - 
unfan was taken in for question- 
ing by police on Tuesday in con- 
nection with blockades of railway 
lines by his members. 

Cfinton imago aide questioned 

Television producer Harry 
Thomason, who advised Presi- 
dent Clinton after toe Monica 
Lewinsky scandal broke, went 
before toe grand jury probing 
alleged Whits House sex and 
cover-ups. 

Iffl fears big offarwh* in Angola 
New fighting has erupted In 
northern Angola fa what United . 
Nations officials fear may be a 
big new offensive by toe Angolan 
Armed Forces fFAA) against -‘ 
Urtta rebdls. Page 4 1 

CaB for end to Auschwitz crosses | 

Poland's leading Roman Catholic | 
clergyman, Cardinal Josef. ; 

GJemp, urged an end to toe 
erection of crosses outside toe 
former Nazi death camp of 
Auschwitz. Page 2 . 

Saucfts grant Drafted online access 
Saudis will this year get focal . 
access to toe Internet now that 
toe authorities have put In place 
‘‘firewalls 1 ’ barring access to sites 
they consider offensive. 


High demand puts 
Electrolux 31% 
ahead in first half ; 

Sectrofux of Sweden, toe world's 
Ingest supplier of household 
ap pli ances, reported first half 
profits 31 per cent ahead at 
SKr 3.D5bn ($378m) amid buoy- 
ant European and US demand 
for white goods and the benefits 
of a wide-rteigfag restructuring. 
Page 13 

HoWratiw*. Swiss cement 
company, acquired 25 per cent 
of Siam City Cement, Thailand’s 
second largest cement company, 
for $153m, beating competing 
offers from Blue Circle of the UK 
and Lafarge of France. Page 11; 
Hokftarfaank builds In Asia, 

Page 13 

Oxfonl Health Ptaw, troubled New 
York area health management 
company, said It had taken a 
$507JSm foes on revenues of 
Sl.18bn [n the second quarter, 
as it attempted to Him ftsetf 
round. Page ii 

Saab, Swedish aircraft and 
defence group, announced plans j 
to develop joint supply btatfn and ! 
customer support operations with 
British Aerospace.' Page 12 

Petro ft ta shares f efl 5 per cent 
after toe Belgian oil aid petro- 
chemicals group reported a fafl in 
first-halt net profits to BFr9.71bn 
($265. 6m) from BFr10.95bn. 

Page 12 

Bertelsmann, Europe's biggest 
media group, plans to establish 
centralised distribution for books, 
music and other consumer prod- 
ucts fa the UK raid Italy. Page 11 

Dresdner Bank of Germany head 
talks with US brokerage Palne- 
Webber as part of its drive to 
increase its US investment barik- 
fag and asset management pres- 
ence- Page 12 

Booyguss, French construction,' , .. 
television and teleconmiunlca' 
rtfvwjmpypLrepo^ a 2.4 pgr 
cot advance in tat-haif turh- • * ' 
over.Page12 .. 

Tarim, US industrial and finance 
company, plans an acqutaftfone 
campaign fa Europe, using the 
proceeds of toe $3.9bn sale of 
its Avco Financial Services unit 
to Associates First Capital 
Page 14 , 

Neste. Finnish 08 and 
petrochemicals group, Warned 
weak ofl prices end increased 
exploration costs for a fall fa first 
half profits to FM255m (59.1m) 
from FM480m. Page 12 

Investor, main investment vehicle 
of Sweden’s Wallenberg busi- 
ness empire, plans to increase its 
exposure to Wgh-growto technol- 
ogy and tetecotrmiunkatiora 
stocks. Page 12 

Samsung Hoovy Industries, South 
Korean shipbuilder, reported 
first-half net profits of WonSIbn 
($38m), compared with a loss of 

Wton9l.3bn a year ago, as a 
weaker currencyboosted export 
earnings. Page 13 

Birisn-lfiBriMtBr, one of toe 
world's biggest public relations 
companies, has been hired by a 
group of Moscow-based stock- 
brokers to improve Russia’s 
image among forest investors. 
Pane 10 - - 
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EBRO’S Horst^Skier Economic trends 

‘Create jobs in The incredible lightness 

or provoke refugee flood’ of growing 
Page 2 Martin Wolf, Page 8 


Amoco in $50bn deal 


Agreed merger creates oil giant to rival Shell and Exxon 


v : ' "IS 

■ wcfiang^lxwi tod egofa' 

■ ; -sm 


WORLD MARKETS 


stock sunorr BUCK 
MtirVWtB LncfcM _ 

Dow Janet MAT 0MM 

MEMO Cnt n pnat H >r87JJ 

BmiBlRrEM ■ 

CAC40 

[MX , i ” M<11 

nse wo . -greg 

ms — M/xoat 

us LaBcMtaM ItATVS ’ 

rutu — - » £* 

MU TIMBUKTU S£J 

iDHOBflrt -Wl 

YicM .... 

onvn mom ■ ' 

OK 8-mo ttneak — 

MID jit OR — 

Ptmok lOyrWT 

eennay: 10 jrBaid IK* 

jnciOjr JOB Hi*® 

NORTH WAOHMOMd 
Print Md — W® 


OOLD 

mnofcCam 

(-17SS53 Mad- — 

(-SS21) . Iwfet 

[-63. <71 BOUIMlwS 

,{-2pr#s bbm -• . 

(-154.Q — WBl wmn i 

t-m«» e — ~ 

" FFT 


pm*) DM 

piw — 
aQm 

(J11J8) TMyft* 8 


pi JOS) w 


d -fHE FINANCIAL TIMES LIMITED 1998 NoJ3,67S 

PiliPHe • Us Hn ipln TalgB.-'flMO «■> - . 


By Robert Coiria in iawiM 

British Petroleum sent tremors 
through the international oil 
Industry yesterday by ammunc* 

taS* EBO^m «50tm) agreed take- 

ovsrof Amoco of theUS.Jn what 
was billed as the world's biggest 
industrial mesgar. 

The deal wfll create Britain's 
largest ccBUpany, to he known as 
BPfAmoco. B will have a market 
capitalisation of $nobn and 
100,000 employees worldwide. 
About 6j)00 are expected to-Iose 
their jobs as a result of the deaL 
BP shares initially soared on 
the news, but fell back to dose 
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np 22p at 7B5p. In afternoon trad- 
ing on Wall Street, Amoco shares 
were tip 86ft, or nearly 16 per 
cent, at $48jf. 

Executives from the two 
comnanieg say the combinHtioti. 
which will be the third largest oil 
company in the world, will have 
the financial scale and global 
reach eventually to challenge 
Royal Dutch/ Shell, the Anglo- 
Dutch , group, and Exxon of the 
US for the leadership of the inter- 
national oQ Industry. 

Sir John Browne, BP’S chief 
executive, will run the new 
company out of London, with 
Chicago becoming the centre for 
the group’s extensive US 
operations. Larry Fuller, Amoco's 
chairman, will become co-chair- 
man of the combined group, but 
is due to retire In 2000. Although 
it was dear that BP will be the 
dominant partner. Sir John said: 


Decline of yen 
pushes global 
markets down 


By Our Hnsncial and 
mnpraonai sm. 


- The relentless decline of the 
Japanese yen sent global stock 

markets bw^ung flgwjn yester- 
day, rinsing that a Bum- 

raer -conreotbm was fawnfog into 
something more serious. 

By hind) time in New "York, 
the Dow Jones Industrial Aver- 
age was down more than 250 on 
the day and 1,000 below tire 
all-time Ugh of 9367 recorded on 
July 17. In lAndon, the FTSE 100 
index dropped 164E to &A32-B, ita 
biggest one-day points decline 
since October last year. The Foot- 
dii has fallen VI per cent from, tts 
all-time peak of 8,179, reached 
orihr three weeks ago. 

The das^s slide started with the 
foreign exchange markets in 
Tokyo where the yen foil to an 


eight-year low against the US dol- 
lar of Y1 47.63. dropping beneath 
the June level of Y146.75 which 
prompted concerted intervention 
from the US and Japanese 
autbqthies. 

"'The yen's "decline was 
prompted by investors' concerns 
. abort the ability of the new Japa- 
nese government to turn round 
its economy. That in turn 
, prompted worries that the yen's 
weakness wrfgbt trigger devalua- 
tions of the Hong Kang and Ghi- 
. nese currencies. * 

Rumours' about Indonesia's 
willingness to repay corporate 
debt and a sharp rise in Russian 
treasury MU yields added to the 
concerns, prompting investors to 
switch money into what is seen 
as the haven of bands. Tha yield 
an the 18-year German govern- 
ment bund dropped to 136 per 


Submarine makers 
in technology deal 

France, and Sweden to share systems 


By Tim Bart hi Stockholm ml . . 
Robert fintora fa Peris - 

The restructuring of Europe’s 
defence industry advanced yes- 
terday whan two leading subma- 
rine manufacturers announced a 
technology-sharing agreement 

Celsius, Sweden's state-con- 
trolled defence group,, said it was 
fanning a Joint company with the 
DON. France’s state-run naval 
dockyard, to develop systems for 
the next generation of conven- 
tional submarines. 

The annou n c ement, after mo re 
flwn a year of talks, coincided 
with a Statement yesterday .from 
Saab, the Swedish aerospace 
group, that it intended to extend 
tts links with British Aerospace, 

Earlier this summer, the 
defence ministers of Sweden, . 
France, Germany, Spain, Italy 
and the UK had agreed to push 
for an industry resfructuring. 

Celsius, 62 per rant-owned by 
the state, aaid the . technology 
agreement with the DON could 
lead to co-operation in other 
areas, IncMng export market- 
ing and sharing of components 
on future submarines. 

Lars Josebson, jets chief execu- 
tive, said the deal “should lead to 
substantial gains in efficiency 
while simultaneously ensuring 
significantly reduced develop- 
ment costs". 

Under fim deal, Celsius will 
offer the DCN technology from 


its Knckums Naval Systems sub- 
sidiary. The companies have 
agreed to set up an office in Paris 
to explore expanded links. 

. The French government's deci- 
sion to ally with Celsius is fur- 
ther evidence of its efforts to cut 
defence costs. 

Traditionally, France has 
guarded -its submarine technol- 
ogy closely and has successfully 
exported conventional diesel- 
powered vessels. However, the 
DCN has latterly collaborated 
with Bazan, Spain's naval dock- 
yards, on the Scorpdne subs 
being sold to the Chilean navy. 

The DCN’S submarine 
operations are concentrated at 
. Cherbourg and employ some . 
4^)00 people. Although It Is the 
largest naval group in Europe, ft 
is suffering from a fall in orders 
from the French navy. It also 
faces difficulty in pricing Its 
exports, because of high over- 
heads. Exports account for only 
15 per cent of Us FFri3bn 
(|2.l3bn) turnover. 

Between 1997 and 2002, the 
DCN anticipates a 25 per cent 
reduction in workload. To offset 
this and avoid large-scale job 
losses, it has begun seeking inter- 
national partners. 

Yesterday, Celsius emphasised 
that the two companies would 
continue to market their subma- 
rine systems separately. 

EtfHMt ^ finks, Page 12 
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“The deal was done on both sides 
from a position of strength." The 
agreed equity split will be 60 per 
cent to BP shareholders and 40 
per cent to Amoco’s. The deal 
values Amoco shares at a 15 per 
cent premium to Monday's clos- 
ing price. The companies will 
seek shareholder approval by 
October or November, and aim to 
dose the deal by the year-mid. 

Mr Fuller said he doubted 
whether a counter-bidder would 
emerge for Amoco, as the BP 
offer "was sufficiently strong". 
And Sir John said BP had 
already taken steps to avert any 
battle fra* Amoco. In the event of 
a counter-bidder emerging, it has 
the right to buy 19.9 per cent of 
Amoco’s shares at a pre- 
announcement price. Amoco 
would also have to pay BP a Him 
fee if the deal went sour. 

The takeover marks an end to 
a long period of stability among 
the western world’s biggest oil 
companies. Although there has 
been growing talk of the need for 
consolidation in the sector - 
especially in the light of this 
year's oil price slump - few 
industry observers expected any 
early action. Sir John said yester- 
day's announcement was not 
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Sir John Brown* port}, BP chief executive, who wU run the new ownpany, 
wttt Aroooo'x Larry Futier (centre), end BP'S Peter Sutherland- Snead Lynch 


driven by low crude prices. His 
virion far the new group showed 
a desire to create a company 
which had the financial clout to 
compete for the most desirable 
opportunities - which in the oil 
industry usually equates to those 
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with the lowest production costs. 
Analysts said the deal could 
transform BP's fortunes. It gives 
it a significant position in the 
global natural gas Industry and 
propels BP's chemicals division 
to number three in the world. 
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World ato efca Peg 32 

cent, the lowest level since the 
second world war. 

Stock market losses were trans- 
mitted from continent to conti- 
nent as the day wore on. The 
Hang Seng index fell 3B per cant 
to a five year low and Japan's 
benchmark Nikkei 225 average 
finished down for the seventh 


consecutive day, its longest con- 
tinuous (townward slide for two 
and a half years. 

Europe proved unable to resist 
the downward drift. Most Euro- 
pean bourses dropped 2 to 3 per 
craft, with the FTSE Eurotop 1D0 
index felling 753, or 2JS per cent, 
to 24559.86. 

Neither New York or London 
was able to take much comfort 
from the British Petroleum take- 
over of Amoco, the kind of deal 
that in more normal times would 
have prompted a hunt for farther 
bid candidates. 

There was no sign of "buying 
on the dips", which had been the 
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custom of US investors 
taught that share prices always 
go up in the long-term. 

Wall Street was shaken by a 
300-point Dow decline last 
Tuesday. 

Analysts said US investors 
were concerned that Aslan mar- 
kets showed few signs of improv- 
ing and that US corporate profits 
would take a deeper hit than pre- 
viously thought. 

"It came out of the Far East 
with concern about competitive 
devaluations," said Marshall 
Acuff. chief equity strategist at 
Salomon Smith Barney in New 
York. 
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Russian debt plans under threat 


By John Ttamfifl in Moscow 
and Jeremy Grant hi London 

The downward larch of 
Russia's finan cial markets 
threatens to wreck the gov- 
ernment's debt restructuring 
plans and undermine Its 
anti-crisis programme, pain- 
fully crafted with the Inter- 
national Monetary Fund just 
a month ago. 

In response to renewed 
concerns about the weak- 
ness of the Japanese yen and 
weak oQ prices, the leading 
RTS share price index fell by 
9 per emit while still more 
serious damage was done in 
the debt markets. 

“The markets have essen- 
tially been destroyed,” said 
Charles Blitzer, director of 
emerging market research at 
Donaldson, Lufkin. & Jen- 
rette, the US Investment 
bank. 

Yields on benchmark 
GKOs (domestic treasury 
bills) rose from 95-100 per 
cent to 115-130 per cent and 


Norway 

raises Aid agencies 

Fiitpc tn ° 
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Prlns (restructured Soviet 
debt) fen to an historic low, 
trading at default levels of 27 
cents on the dollar. 

Mr Blitzer argued the col- 
lapse In foreign debt prices 
was forcing exposed Russian 
banks to dump GKOs and 
buy dollars to meet their 
mars?'™ calls. 

“The government's debt 
strategy of not issuing 
short-term paper and length- 
ening the maturities just 
does not seem on at the 
moment. There Is not 
enough confidence out there 
In either the government's 
creditworthiness or the gov- 
ernment's ■ ability to deliver 
on its anti-crisis measures,” 
he said. 

The Russian government 
had hoped Its agreement 
with the IMF. which secured 
up to S22Jftm or external fin- 
ancing by the end of next 
year, would win it breathing 
space to restructure its 
costly domestic debt and 
close its budget deficit The 


trouble is that the current 

finnnrfat turmoil is cramp*- 
ing the government's' room 
for manoeuvre and could 
ultimately force it into 
choosing between defeult or 
devaluation. 

“The central bank does 
have reserve s of $l&4bn and 
they can simply not auction 
treasury bills for the time 
being, so all this secondary 
market activity Is neither 
here nor there at the 
moment” said one western 
economist 

“But it is a question of 
how long you can cany on 
like this,” he said. 

Peter Boone, co-head of 
research at Brunswick War- 
burg, a Moscow-based stock- 
broker, estimates the central 
bank has recently been 
spending $800m to $lbn a 
week to support the rouble 
and will rapidly run down 
its reserves over the next 
few weeks. 

"Unless something turns 
around, this situation is 


unsustainable,” he. said. 

Oleg Vyugin, the deputy 
finance minister. Mid Rus- 
sian markets bad been tem- 
porarily bit by the falls in 
the yen and the oil price and 
the feet that so many inves- 
tors were an holiday. 

The implication was that 
small selling volumes bad a 
disproportionate effect on 
prices. 

‘ “But if you talk about 
August, it is essential to 
emphasise that the situation 
is absolutely under control 
because all oar obligations 
are financed from absolutely 
intelligible and clear 
sources," he said In an inter- 
view with the Interfax news 
agency.. 

Mr Vyugin predicted the 
markets would reach a 
"taming point” tar the mid- 
dle of September after the 
gover nment had *ak«m “defi- 
nite” - although as yet 
unspecified - additional 
measures to address the situ- 
ation. Rumours abound that 


It win - form a high-powered 
committee of international 
financiers to help it advise it 
on its future debt restructur- 
ing strategy. 

At present, though, the 
markets still believe the gov- 
ernment will have a funding 
shortfall this, year which 
must somehow be covered 
by additional external bor- 
rowing. 

Bankers see four main 
channels through which this 
could be achieved: non-resi- 
dent purchases of treasury 
bills; borrowing on the inter- 
national capital markets; 
speeding up privatisation: 
and having local banks buy 
into the treasury bill market 

“The technical turmoil in 
the past few days casts 
doubt on all four methods of 
financing T said Amer Bisat, 
emerging market analyst at 
Salomon Smith Barney. “We 
are clearly seeing reluctance 
by non-residents to roll over 
debt” 

With yields on emerging 
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market debt widening to 
raipracedentad levelSi it may 
soon become too expensive 
for Russia to come back ' to 
the capital' markets ds: 
planned in October. 

Yesterday, the government 
was forced to cancel its lat- 
est treasury , bill auction, the 
third .in a row. 

"There is' ah urgent -heed 
for the government to 
rebuild the markets and to 
rethink their very near-term 
debt strategy,” says Mr 
-Blitzer. “But this canunlybe 
done in baby stops.” 


KOSOVO FIGHTING 160,000 PEOPLE ESTIMATED TO HAVE LEFT THEIR HOMES IN LAST FIVE MONTHS 


Norway’s central bank 
yesterday announced it 
would raise benchmark 
interest rates in an attempt 
to bolster the country's cur- 
rency, which has come 
under pressure from weak 
oil prices. 

From today, deposit and 
overnight lendin g rates will 
both rise by 50 basis points 
to 5J50 per cent and 7.50 per 
cent respectively, the fifth 
increase this year. Rates are 
now at their highest since 
1933. 

A rise in short-term money 
market rates on Monday had 
proved unable to help the 
krone recover significantly 
from recent fells. 

Kjell Storvik, the central 
bank governor, said rates 
had been increased because 
or the extent of the curren- 
cy's fall against the Ecu 
index. But the timing of the 
increase took some econo- 
mists by surprise, coming so 
soon after the rise in money 
market rates. 

Jan Qvlgstad. the central 
bank's chief economist, said 
that increasing deposit and 
overnight rates sent a stron- 
ger signal to the markets 
than did rising money mar- 
ket rates. 

Mr Storvik also reiterated 
earlier warnings that the 
country's 1999 budget should 
contain fiscal tightening 
measures. The bank, whose 
mandate is to stabilise the 
krone, also acts as political 
adviser to the government 
on inflationary issues. Last 
November, it issued a letter 
to the government urging it 
to curb spending. “We 
believe it was very unfortu- 
nate that the budget was not 
tightened in 1998,” he said. 

The bank expects the Nor- 
wegian mainland's economy 
will grow by 4 per cent this 
year and 2.75 per cent in 
1999. According to its calcu- 
lations. the long-term 
growth trend for the econ- 
omy is 2 per cent to 25 per 
cent a year. Any greater 
growth Introduces inflation- 
ary pressures. Mr Qvigstad 
said. 

The krone barely rose yes- 
terday. moving from 
NKr4.27D to NKrL2£8 against 
the D-Mark 


By Gay Dtamore in Belgrade 

Heavy fighting resumed 
yesterday in Serbia's 
southern province of Kosovo 
around villages close to the 
border with Albania, over- 
whelming aid agencies with 
a new wave of refugees. 

In comments on the 
“steadily worsening situa- 
tion" Kofi Annan, UN sec- 
retary-general, called for the 
Serbian forces to avoid acts 
“of wanton destruction”. 

Serbian officials said gov- 
ernment forces had 
responded to attacks by eth- 
nic Alb anian rebels of the 
Kosovo Liberation Army 
(KLA) based in the south-w- 
est village of Glodjane. Five 
Serbian policemen were con- 
firmed killed over the last 
two days. 

' ' According to the Kosovo 
Albanian side, the Yugoslav 
army had mustered many 
tanks around the town of 
Decane and was shelling 
nearby villages indiscrimi- 
nately. 

Western diplomats said 
the focus of the latest offen- 
sive ordered by Slobodan 
Milosevic, the Yugoslav pres- 
ident, was the sonth-west 
border area after KLA 
strongholds in central Kos- 
ovo were destroyed or cap- 
tured last week. 

Breaking a two-week 


silence, the separatist KLA 
issued a statement calling on 
the Kosovo Albanian major- 
ity to unite and be ready for 
a long war. Kosovo Albanian 
sources say the KLA, winch 
has suffered a serious mili- 
tary setback, has broken 
Into two main factions. It is 
not yet dear whether Ibra- 
him Rugova, leader of Kos- 
ovo’s main party, will be 
able to form a coherent team 
to negotiate with Belgrade. 

The UN refugee agency 
estimates that 160.000 people 
have been displaced within 
Kosovo by the five-month 
conflict while at least 70,000 
more have fled the province. 

“The secretary general is. 
concerned that the evolving 
crisis, if unchecked, could 
lead to a large scale humani- 
tarian disaster, with the 
approaching winter,"- said. 
Mr Arman's spokesman. 

Serbia’s Interior Ministry 
has dropped leaflets by air 
urging refugees to cut their 
ties with the KLA and guar- 
anteeing their safety if they 
return to their villages. “Ter- 
rorists will not bring you 
any good. Everywhere they 
bring just ill fortune. They 
take your villages, they 
make you take weapons by 
force, they put shame on 
your wives and girls,” the 
leaflet says. 

But since many villages 



Italy has been Shaken out of 
its hot lethargy by a 

soccer dopfog scandal that is 
rapidly turning into an 
of stale. . 

'Walter Veltroni; deputy 
prime minister and responsi- 
ble for culture aud-sport, 
yesterday urged the judi- 
ciary .to conduct a thorough 

investigation into, ' the 
alleged use of pe rf ormance 
cphanHng drags in Italian 
sport, especially soccer; 

The controversy was set- 
off last week by statements 
by a top football coach an 
widespread doping in Italian' 
■professional soccer. - 

Zdenek Zeman, the Czech 
coach of first division Roma, ■ 
also implied in a mugaarfrift 
interview that the striking 
muscular improvements of 
two players in another Ital- 
ian team could have been 
induced by drugs. 

■Elis assertions, coming 
soon after the doping scan- 
dal in this- year’s Tour de 
France, immediately pro- 
voked a public storm and 
prompted a Turin magistrate 
and Italy’s- Olympic Commit- 
tee, CONI, to launch an 
investigation. Mr Zeman 
appeared before CON Ts spe- 
cial anti-doping committee 
yesterday and. is due to be 
heart today by RafiiaaLe 
Qmrinlello, the 'Toxin mag- 
istrate. The- magistrate is 




ABnnlan refugees from the Dranica region of Kosovo wait for food dsbtHitiai) in DJakovka . Reuters 


have been shelled and 
burned -including some vis- 
ited previously by the US 
envoy, Chris Hill - thou- 
sands of people have 
nowhere to live. 

The UN High Commis- 
sioner for Refugees, co-ordin- 
ating reUel efforts, fears a 
catastrophe this winter with 
food shortages and epidem- 
ics if refugees cannot return 
soon to harvest their crops. 
But the UNHCR spokesman. 


Mons Nyberg, says their fear 
of going back is justified. 

.The agency has responded 
to criticisms by western non- 
governmental organisations 
of inadequate planning and 
response to the crisis by say- 
ing it is understaffed and 
lacks funds. 

Aid agencies also accuse 
the Serbian authorities of 
obstruction. The British aid 
group Oxfam waited one 
month for one consignment 


of aid to be cleared. Only UN 
' agencies are allowed by the 
government to use short- 
wave radios and the Interna- 
tional Red Cress had. their 
communications equipment 
confiscated. 

But agencies agreed that 
international pressure on 
Belgrade had improved 
cooperation and access over 
the past week. 

With additional reporting by 
Laura SUber in New York 


Musicians in the street strike 
a chord with new bank chief 

The head of the EBRD is warning western Europe of the 
urgency of reform in the east, writes Stefan Wagstyl 
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H orst K5hler says three 
things helped him 
decide to take on his 
new job as president of the 
European Bank for Recon- 
struction and Development: 
a chat with his daughter, a 
telephone call from Helmut 
KohL the German chancel- 
lor, and the sight of Russian 
musicians begging in the 
streets near his home in 
Bonn. 

Mr KOhler's daughter, who 
is studying in the UK, told 
him London (the EBRD’s 
borne) would be a One place 
to live and work. Mr Kohl 
convinced him that the 
EBRD's role as a multi- 
lateral bank for the former 
Communist bloc was impor- 
tant “not just for Europe but 
for (be whole world". And 
the pitiful presence of the 
musicians persuaded Mr 
Kohler of the urgency of 
modernising eastern Europe. 

“These were musicians of 
great quality. Artists. And 
they were like beggars. This 
could burst the pride of a 
nation, to have its artists 
reduced to beggars. People 
can endure this for a while. 
But for how long? This is 
one reason why 1 took this 
job.” he said In his first 
interview since his appoint- 
ment last month. 

Mr Kohler arrives at the 
EBRD at a time when it 
needs new impetus from the 
top. It has won praise Grom 
shareholder governments for 
the quality of its work, but 
has suffered for months from 
a lack of leadership. It 
started looking for a new 


president last summer after 
Jacques de Larosi&re 
announced plans to retire. 

Even though Mr de Laro- 
siere stayed until January, 
European Union govern- 
ments had not found a suc- 
cessor by the time he left 

Mr KOhler was appointed 
only after the EU settled a 
damaging row over the 
appointment of Wim Duisen- 
berg as the first president of 
the European Central Bank. 

Mr KdhJer says his deep 
commitment to the renewal 
of eastern Europe stems 
from his childhood experi- 
ences as a refugee in the sec- 
ond world war. 

He was born in German- 
occupied Poland in 1943, 
where his father was serving 
as a soldier. He was still a 
baby when he and his family 
escaped to eastern Germany 
before the advancing Soviet 
troops. The family spent 
nearly 10 years in the Rus- 
sian-occupied zone before 
fleeing to the west in 1953. 

“I feel a personal sense of 
responsibility that we should 
not allow such thing s as the 
war to happen again.” says 
Mr Kohler, his voice quiet 
with emotion. 

He warns that if the 
reforms fail in eastern 
Europe, particularly in Rus- 
sia, there is scope “for trou- 
ble so bad that we can't 
describe it”. The Russian 
people’s capacity for suffer- 
ing is “unbelievable" but it 
should not be “over- 
stretched*'. Western Europe 
would not escape: “hundreds 
of thousands, if not millions" 


of refugees could come 
across its borders. 

Mr KOhler brings to the 
EBRD long experience of 
International financial rela- 
tions. As a former senior 
official in the German 
finance ministry, be was for 
several years his country's 
top civil servant at Group of 
Seven meetings. 

For the past five years, he 
has beaded the German 
Savings Ranks Association. 
But even here he kept an eye 
on international finance, 
urging local banks to focus 
on the opportunities created 
by economic globalisation. 

For Mr KOhler, the EBRD's 
main challenge is to support 
the development of market 
economies in former Com- 
muoist countries. As a bank, 
it must seek to make profits. 
But as a multilateral agency 
established by governments, 
it also has a mission to pro- 
mote the market economy In 
eastern Europe. 

M r KOhler dismisses as 
“artificial" the long- 
running argument 
among EBRD shareholders 
about whether It should con- 
centrate Its efforts on rela- 
tively well-developed central 
European countries such as 
Poland or on more needy for- 
mer Soviet republics. He 
says the hank still has much 
to do even in the most 
advanced countries. 

“A market economy is not 
built in 10 years, or even in 
one generation. It takes a 
long time to change the men- 
tality of people. For example. 





KBhlen says bank stB) has much to do 



Hans Gunther Oed 


there is still a huge task in 
strengthening small and 
mediazu-sized companies in 
central Europe. 1 * 

But the challenge in cen- 
tral Europe pales In compari- 
son with that in Russia. Mr 
KOhler supports the efforts 
of President Boris Yeltsin 
and Sergei Kiriyenko, his 
young prime minister, and 
the financial aid programme - 
led by the International 
Monetary Fund. ■ - 
But he says the recent 
international aid has merely 
given Russia “a breathing 
space". It urgently needs a 
medium and long-term 
reform, plan for building a 
market economy. The Rus- 
sians themselves must con- 
ceive such a plan, but west-' 
era institutions, Including - 
the EBRD, could contribute. 

1 The west should not offer 
only money, says Mr KShler. 
Equally Important is the 


opening , of markets far 
exports from Russia and 
other east European coun- 
tries. The EU and US have 
gone some way to liberalise 
trade, but key markets in 
products the former Commu- 
nist bloc could export, such 
as agriculture, coal and 
■steel, remain restricted. 

“Transition is not just for 
the eastern countries. It is 
also for the west," be says. 
The alternative to helping 
create jobs in the east is the 
danger of provoking a flood 
of refugees to the west . 

Mr Kdhler pauses occa- 
sionally, wondering whether 
he has been too blunt. But 
he ploughs on. convinced 
there are. few words strong 
enough to express Ihe impor- 
tance of the work ahead - or 
the consequences of failure. 
“Transition must be a suc- 
cess. It must really result in 
a better world." 


' aisa planning to question , the 
:Wo soccer stars named by 
the Roma coach later tins 

. mnnth. . 

■ ‘ The scandal has "turned 

- into ft political issue because 
"of the cultural, social and 
; increasingly Wwjwfflal torpor- 

■ fence ,uf soccer in football- 
crazy Italy. 

Mr Veltroni, who has also 
proposed a European sum- 
mit to fldd r es" the problem 
of . drugs in sport, urged the 
Italian parliament to 
approve new anti-doping leg- 
islation aa soon as possible. 
The senate is considering a 
bill which" would make the 
prescription and use of ills- 

- gal drugs a prison offence. 

At present, there is no law 
against drugs in sport in 
Italy. However, CONI can 
punish, athletes, coaches and 
tnam doctors for drug-related 
violations by banning them 
from competition for up to 
‘ four years. The Italian pro- 
fessional soccer federation 
hag suggested the introduo- 
. -than of voluntary blood tests 
after matches during the 
next season. It said any 
player refusing to submit 
himself to a test would 
immediately be under suspi- 
cion. Most of the country’s 
political parties have also 
called for new measures 
against drug use in sport. 
The centrist UDR party 
suggested . team . doctors 
should be public servants. 


NEWS DIGEST 


Bonn spurns pleas for 
exhibition tax breaks 

. The Bonn government yesterday rejected a call from the 
organisers of the Expo 2000 exhibition for special tax 
breaks to help prevent the high-profile millennium project 
running 143 losses. 

Although GQrrter Rexrodt, the economics minister, has 
backed exempting -ticket sales at the Hanover-based Expo 
from tax, a government spokesman said there was no 
scope under current legislation for such a measure, which 
could be worth" about DM 300m ($168m). 

Expo 2000 has taken an political importance ahead of 
the federal election oniSeptember 27 because Gerhard 
Schrflder - Social Democratic challenger to Chancel kx - 
Halmut Kohl ■- is prime minister of Lower Saxony, which 
Includes Hanover. Mr Schroder has backed exempting the 
exhibition from sales tax. . . 

Last week fee Bonn economics, ministry said consultants 
from Roland Berger had been asked to report on risks fac- 
ing the exhibition and possible action. Yesterday, Expo 
2000 sakl it stuck to its god of breaking even and proj- 
ected 40m people would visit fee Hanover site. 

Ralph Atkins, Bonn 

NUCLEAR WASTE 


Shipments still suspended 

German nuclear waste shipments, suspended in May after 
revelations of racDation lories, will not resume until after 
September's general election, Angela Merkel, environment 
minister, said yesterday. 

She spoke after Greenpeace activists climbed to the top 
of Germany's oldest nuclear power station near Hamburg, 
protesting against the use of nuclear energy and calling for 
fee immediate dosure of plants more than 20 years ofd. 

Brushing aside crib by ecology groups and fee opposi- 
tion Green party for m end to nuclear energy, Ms Merkel 
said Germany had one of the world’s safest atomic indus- 
tries and abolition would be a big mistake. 

Ms Merkel came under pressure to resign after admitting 
in May that in some cases during the 1980s and 1990s, 
radiation on containers carrying spent nuclear fuel rods to 
reprocessing plants In Britain and France was thousands 
of times too high. Reuters, Bom 


FRENC H ECONO MY 

Large price fall in July 

French consumer prices In July fell 0.4 per cent compared 
wife a 1 per cent rise the previous month, according to 
Insee. the official statistics institute. 

Prices have fended to drop in July but last month’s feii 
was exceptionally large. Insee attributed this to the impact 
of heavy cfiscounfe in the summer sales to offload invento- 
ries, combined with a fargerfean usual fall in-fresh food 
prices plus the continued tow cost of energy inputs. Year- 
on-year inflation ran at 0.8 per cent In July, compared with 
1 per cent during the same month in 1997. 

Analysts said France continued to enjoy one of fee low- 
est Inflation rates In the euro-zone. The July figures 
showed the strong domestic recovery, which began at the 
end of the first half of 1997, had yet to produce any infla- 
tionary pressures. Robert Graham, Paris 


AdscHwrrz dispute 

Cardinal opposes crosses 

Cartflnri Josef Glemp yesterday asked Polish Catholics to 
stop erecting crosses outside the former Nazi death camp 
of Auschwitz. R was the" first explicit plea from the primate 
for an end to fee actions of radical Catholics, which have 
angered local and international Jewish groups. 

Fringe Catholic groups and some priests have set up 
dozens of crosses In a fencedJn.ftekJ baddng on to the 
former camp, ostensibly to rommemorate the murder by 
jGemnan troops of 152. poles in the second world war. 

" -Jewish groups object to any religious symbols being 
placed near the camp, where 1.5m people were murdered 
In the second world war, some 9o per cant of them Jews, 
Reuters, Warsaw 
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9H P HJL R0W ™ SLOWS INCREASE IN COMPANIES’ LABOUR COSTS IS PUSHED TO FASTEST RATE IN MORE THAN FOUR YEARS 



of US workers declines 


NEWS DIGEST 


CROSS-BORDER DEALS 


US workers' productivity 
declined in the three months 
to June, pushing the growth 
in companies’ labour costs to 
its fastest rate £n more th«n 
four years. 

Non-agriculturai business 
productivity - the output 
per hour of all workers - 
shrank at a seasonally 
adjusted annual rate of 02 
per cent in the second quar- 
ter. the Commerce Depart- 
ment reported yesterday. 

The decline, the first 
early 1995, came as compa- 


nies continued to increase 
theft- payrolls even as their 
rate of output 'growth slowed 
Sharply. ■ 

With workers* earnings 
rising at an annual rate &£ 
per cent in the •months 
to June, the combination 
propelled growth In unit 
labour costs - an iraScalor 
of inflationary pressures in 
employment costs faced by 
companies — to an »*ww«il 
rate of 4.1 per cent. . 

Though the quarterly pro- 
ductivity figures are volatile, 
weaker productivity and 
accelerating labour costs are 


a troubling indication that 
the economic conditions the 
US has experienced in the 
past few years - strong out- 
put growth with low infla- 
tion - may be aiding. 

In the past two years, the 
US had been enjoying a rise 
in productivity growth. In 
the first half of the 1990a. 
- growth was near zero, but in 
1996 and 1997 output per 
hour accelerated to animal 
rates of Increase of 2,4 and 
L4per cent respectively. 

The growth in productiv- 
ity, driven. some economists 
argued, by technological 


innovation, meant workers 
were able to increase their 
incomes and companies 
expand their. profits without 
producing an inflationary 
upsurge. 

■ But if that period of nom- 
inflatJonary growth is over, 
the US could now face dif- 
ficulties. as employees con- 
tinue to push for wage gains 
as output growth slows. 

The second quarter's pro- 
ductivity slump may have 
been the result of temporary 
factors, however.-- 

The principal cause was 
the sharp slowdown in out- 


put as a result of the Gen- 
eral Motors strike and a 
slowdown in inventory 
growth. It followed a rapid 
rise in output per hour in 
the first quarter - a revised 
39 per cent, the Commerce 
Department said yesterday. 

Furthermore, uncertainty 
continues to £bg the perfor- 
mance of the service sector. 
The latest figures showed 
manufacturing output con- 
tinued its healthy perfor- 
mance of recent years, grow- 
ing at 42 per cent in the 
second quarter. 

Factory output is much 


easier to measure than the 
output of the services sector, 
and many economists are 
sceptical about the reliabil- 
ity of the figures lor non- 
manufacturing. 

More Americans filed for 
federal bankruptcy protec- 
tion in the 12 months ending 
in June tfam in any one-year 
period, the Administrative 
Office of the US Federal 
Courts reported yesterday. 
Federal bankruptcy filings 
climbed to a record ] .42m for 

those 12 months, spurred by 
a 92 per cent increase in per- 
sonal bankruptcies. 



Jurors get evidence 


taped in long, hot 
price-fixing trial 

Audio and videotapes made by an ex-Archer 
Daniels Midland official have provided respite 
as hearings drag on. Nikki Tait reports 


T he jury in the window- 
less courtroom struggles 
to look attentive. In its 
opening weeks, the criminal 
trial of top executives at 
Archer Daniels Midland, the 
large and influential US agri- 
business, provided plenty of 
drama as federal prosecutors 
pursued their efforts to 
prove an extensive price-fix- 
ing scam. 

Bnt. with the h pa ring* 
now heading towards theft- 
fourth week and yet to reach 
the. halfway mark, so m e of 
the early excitement has 
evaporated and a long, hot 
summer looms on the 21 st 
floor of Chicago's federal 
courthouse. 

The trial's shape - and the 
pattern of the arguments - 
is already clear. Prosecutor? 
are using an extensive bank 
of audio and videotapes 
made by Mark Whitacre, far- 
mer head of ADM’s BioProd- 


pany's de puty <*h »n iiuw L and 
Terry Wilson, head of the 
com processing operations, 
joined Mr Whitacre in the 
pricerigging. 

To date, only a handful of 
pro sec u t ion witnesses have 
taken the stand. The first 
was Kanji Mzznoto, an execu- 
tive with Japan's Ajinomoto 
group. 

This was one of the four 
companies which, by its own 
admission, joined ADM to fix 
prices in -the J600m-a-year 
market for.- lysine, an amino 
acid which is added to ani- 
mal feed.. 

Both ADM and the world's 
other four producers - Japa- 
nese and South Korean - 
have already piwwfai guilty 
to the price-fixing, paying 
hundreds of millions -of dol- 
lars in finps and settlements 
with angry customers- But 
immunity deals stemming 
Grom those agreements did 



Takeover activity rises 
despite economic woes 

The level of cross-border takeover activity m Latin America 
increased in the fast sue months of the year - m spile ol 
the region's economic slowdown and falls in local stock 
markets. Companies bom Europe, the US and Asia were 
involved in 4t deals tn Latin America during the first half of 
the year, compared with 31 in the second half of last year 
and 2-J m the lust sw months of 1097, according to an 
analysis published this week by Robert Fleming Securities, 
the .nvestmeni bank's broking arm. Latin American com- 
panies were involved in a further five cross-border deals 
withm the region, according to the research which tracks 

transactions of more than S50m tn value. 

The total value of the deals fell to Sl6bn compared with 
Sl6.2bn in the last holt of 1997, mainly due to a decline in 
tha value of assets. Latm America continued to attract the 
lion's share ol Hows into emerging markets, accounting lor 
some 53 per cent of the total. Richard Lapper, London 


BRITISH ENERGY/ONTARIO HYDRO 
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ucts division who worked for . not extend to Mr Andreas or 
about three -years as an Mr Wilson. - . 


undercover “mole” for the 
Federal Bureau of Investiga- 
tion, in theft* efforts to prove 
that Mick Andreas, the com- 


tn pafrisfakfrig detail, Mr 
Mimoto has recounted a cal- 
endar of Intnip aU hnal meet- 
ings - from Paris to Hawaii 


- where he and executives 
from ADM and the other 
companies met to discuss 
prices and, later on, produc- 
tion volumes. 

The illegality of this activ- 
ity, be has testified, was 
clear to those involved - and 
there were even efforts to 
conceal the puipose of the 
get-togethers. Early on in 
the trial,. for example. Mr 
Mimoto was shown the 

g gpnrbi for a Tn noting at the 

Hotel Windsor in Paris, men- 
tioning animal rights -and 
environmental issues. That 
was “a camouflage", he said. 
"We discussed the price of 
lysine.. .We agreed on the 
new price." 

More compelling have 
been the audio tapes the jury 
and court spectators have 
listened to and videotapes 
made by Mr Whitacre which 
have rolled across large 
screens in the courtroom. 

In one telephone conversa- 
tion, Mr Whitacre and Mr . 


Mimoto discussed in detail 
.where they were moving 
fiieir prices, with the ADM 
executive forewarning his 
Japanese counterpart of 
what foe marketing depart- 
ment would' bd offering dif- 
ferent customers. They also 
discussed how best to liaise 
with one of foe Sooth Kor- 
ean companies active in the 
lysine market 
- Last week, the prosecution 
played an even more power- 
ful .card - an' 82-minute 
videotape of a 1993 meeting 
In California at which 
officers of both ADM and 
Ajinomoto appeared to 
thrash out a sales and vol- 
ume agreement 
Mr Andreas figured promi- 
nently as the parties haggled 
over production, numbers. 
"The question is how do we 
share the growth - what 
would we be willing to 
accept and what would you 
be willing to accept?" asked 
Mr Andreas, at one stage. 


Hirokazu Ikeda, the Aji- 
nomoto executive who led 
the Japanese delegation, 
went on to testily that he 
subsequently sent a memo to 
the smaller lysine manufac- 
turers to say that foe two 
companies had “agreed on a 
tentative quantity alloca- 
tion". 

Although there is no cer- 
tainty about which wit- 
nesses will be called, it is 
clear that the government 
intends to try to male* its 
case without Mr Whitacre's 
assistance. He became a big 
liability for the prosecution 
when - shortly after his tap- 
ing activity came to light - 
ADM accused him of embez- 
zlement. Mr Whitacre has 
subsequently pleaded guilty 
to 37 counts of fraud, money 
laundering and tax evasion. 
He is serving a nine-year jail 
sentence. 

Lawyers for Mr Andreas 
and Mr Wilson have 
suggested that, while their 


clients feature cn the tapes 
and apparently participate m 
price-fixing discussions, 
their real objective was to 
gather information on the 
size of the lysine market. 

In short, they, too. were 
playing a double game, 
sounding out their rivals. 

The one figure missing 
from the courtroom is Mark 
Whitacre, the mole himself. 
Mr Whitacre turned up at 
the start of the trial, and his 
lawyer still remains a per- 
manent courtroom presence. 
But Mr Whitacre complained 
about the prison conditions 
in Chicago's Metropolitan 
Correctional Center early on 
- citing poor food and being 
kept up by fellow prisoners. 
“Latin Kings are on every 
floor." he said, refering to a 
notorious street gang. Judge 
Blanche Manning allowed 
him to return to the jail in 
North Carolina. 

For the jurors, however, 
there is no such escape. 


Canadian utility suspends talks 

British Enejgy said it was “disappointed and frustrated" 
that Ontario Hydro unexpectedly suspended talks to form 
a partnership to operate the Canadian utility's nuclear 
reactors. Talks are not likely to resume until oaity 1999, 
once the utility has restructured its generation arm as part 
of a plan to introduce competition into Ontario’s electricity 
sector. Ontario Hydro recently informed British Energy that 
it was ‘temporarily" suspending joint venture negotiations. 

Terr^- Young, an Ontario Hydro spokesman, would not 
provide a time frame for restarting talks, but he said the 
utility needed to first focus on restructuring and recapital- 
ising Ontario Hydro’s successor companies and appointing 
directors. Scott Morrison, Toronto 


BELL ATLANTIC DISPUTE 

Union orders strikers back 

Bell Atlantic, the US telephone company, yesterday 
reached a tentative agreement with the Communications 
Workers of America ending a two-day strike involving 
73,000 union members. The union said it was instructing 
its members to report tor work at the beginning ot then- 
next scheduled shifts, ending disruption to non- auto mated 
telephone services in New York, Washington DC. and 
north-eastern US. Agencies, Washington and New York 


ST KITTS AND NEVIS 

Pledge to improve relationship 

Leaders of St Kitts and Nevis say they will negotiate an 
improved relationship between their eastern Caribbean 
islands following the failure of Nevis’s secessionist move- 
ment to obtain enough votes to leave the federation in a 
referendum on Monday. Although 62 per cent of voters 
backed secession, a two thirds majority was needed for 
Nevis to become one of the world's smallest nations. 
Canute James, Kingston 
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“The best this year is Metzler, 

: for its activity advising the 

government on various privatizations 
y - arid share disposals ..." 


Euromoney 
July 1998 
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ROCKET TECHNOLOGY ACTION AGAINST US AEROSPACE COMPANY WILL DELAY MUL TINATIONAL SEABO R NE VENT URE 


news digest 


Boeing’s space launch licence suspended 


WTO DIRECTOR GENERAL 


By Haney Damn Tn Washington 
and Charles Clover in Kiev 


The US State Department 
has suspended Boeing’s 
licence to participate in a 
$500m project to launch com- 
mercial rockets from a plat- 
form at sea with Russian 
and Ukrainian partners. 

The action was taken after 
Boeing admitted sharing 
information with its part- 
ners - RSC-Energia of 
Moscow and KB Yuzhnoye/ 
PO of Ukraine - without 
first obtaining permission 
from the State Department 


Boeing said the information 
was not classified. 

The suspension is a triple 
blow: first to Boeing which 
has suffered a decline in 
profits due to production 
and delivery problems; to 
the telecommunications 
industry, which faces launch 
capacity shortages for its 
satellites and to Interna- 
tional co-operation in the 
space industry, a key US pol- 
icy in the post-cold war 
period. 

The action comes at a time 
of charges and counter- 
charges in Congress about 


the administration's 
go-ahead for the launch of 
an American satellite on a 
Chinese missile. Loral Space 
and Communications and a 
unit of Hughes Electronics 
are accused of disclosing 
sensitive information in an 
investigation Into a failure 
of a Chinese Long March 
rocket. 

An industry official said 
the State Department's deci- 
sion was “painted with a big 
gold politics brush” as a 
result of ah the criticism lev- 
elled at the administration. 

The suspension will cause 


further delays to the project 
which bad already delayed 
its planned launch date until 
early next year. 

The consortium has been 
assembling the sea launch 
platform at the former Long 
Beach Naval Base in Calif- 
ornia. 

Yesterday, it was reported 
that 30 to 40 Ukrainian and 
Russian engineers who had 
been working on the project- 
ing were leaving the coun- 
try. 

The rockets are con- 
structed jointly by the Ukrai- 
nian factory ' Ynztunash. 


which formerly manufac- 
tured the 5S-18 nuclear mis- 
sile. and Energia, which 
makes the Proton booster, 
the most powerful in the 
world. Yuzhmash and one 
other Ukrainian factory have 
a 15 per cent interest in the 
project, while Energia has a 
25 per cent Interest- 
Ukrainian engineers from 
the Yuzhmash factory wore 
surprised by the US objec- 
tions to Boeing's rote in the 
project, because according to 
them, they and their Russian 
counterparts were providing 
neatly all the rocket technol- 


ogy. 

Boeing has a 40 per cent 
stake in Sea Launch, and is 
overall project manager, but 
Bur technology primarily is 
that of other nations. Alex- 
ander Loginov, the chief of 
Yuzhmash’s laboratory, said. 
"Actually, it is Boeing that 
must guarantee that our 
know-how is protected." 

Aside from Energia, Boe- 
ing. and Yuzhmash. the 
remaining 20 per cent of the 
venture is owned by Kvaer- 
ner. the Anglo-Norweglan 
company, which makes the 
floating launch platform. 


Thai trade economist to 
be named as candidate 


Supaehai Panilchpakdi. ThaOantfs 
arrfOTmwrce minister, a to 

merit as a candidate tor peof of daecKs gowns oMht 

V ^^SuSiS^^ct > tr«ie oconofflttt. 

the Calms group of agrteutturo n^omana he» 

ployed a prominent rote at the Asia 

cSSeraSon (Ape c) forum. 

candidate from Asia to succeed Ftenato Ruggiero of Italy. 

whose termexptaw next Aprti. . . 

Mr Supochal had been Incramngy mettfnejjaed tnThat- 
(aners economic potey-mdeing appamto y 
manahaeminda. the finance minister, and baa akpraand a 
desire to leave domestic poWica. Ted BanheK Bangka* 


Ukraine looks to extract commercial 


gain from Soviet military legacy 


X 


JAMAICA TELECOMS 


C&W set for clash on reforms 


Charles Clover reports on Kiev's 
ambitions to resurrect large cargo aircraft 
and space launch industries from the ruins 
of the USSR defence machine 


O n the outskirts of Kiev, 
Ukraine, is a building 
crammed with 
machines designed to snap 
an aircraft wing in half, or 
puncture a fuselage. 

It is the stress laboratory 
for the Antonov aircraft 
design bureau, built to test 
the strength of wings the 
size of a football pitch, and is 
the key to designing the 
largest aircraft in the world. 

In the days of the Soviet 
Union, the Antonov design 
bureau was one of the show- 
pieces of tile co mmunis t 
world. And it genuinely still 
makes the largest aircraft on 
the planet, such as the AN- 
225, or “Mrya", which theo- 
retically has a cargo capac- 
ity of 250 tonnes. A smaller 
Antonov aircraft, the AN- 124 
"Ruslan*, holds the world 
commercial cargo record, for 
carrying 132 tonnes from 
Dusseldorf, Germany, to 
New Delhi, India. 

Antonov is stUJ one of the 
flagships for Ukraine’s aero- 
space Industry, which, 
despite setbacks after inde- 
pendence from the Soviet 
UUon, is beginning to regain 
its worldwide prestige as the 
result of a series of new pro- 
jects. 


The Antonov factory has 
been negotiating to sell its 
latest design, the AN-70 
cargo aircraft, to a number 
of European countries, in 
what could potentially be a 
multi-billion dollar invest- 
ment deaL 

Meanwhile; another Ukrai- 
nian enterprise, the Yuzhnoe 
rocket factory in Dneprope- 
trovsk, has begun making 
rocket boosters for a US-Rus- 
sia-Norway-Ukraine commer- 
cial space venture. Called 
Sea Launch, it is expected 
next year to send its first 
satellite into orbit, despite 
the shadow cast over the 
project yesterday by a US 
decision to suspend the 
licence enabling Boeing, one 
of the partners, to partici- 
pate. 

in the days of the USSR, 
roughly a third of the Soviet 
defence industry was located 
in Ukraine. The Yuzhnoe 
missile factory also produced 
the deadly SS-18 and SS-24 
missile systems, along with 
the Kosmos and Tslklon 
rockets. And a number of 
other factories produced 
guidance systems, engines, 
and satellites for the Soviet 
military and space pro- 
grammes. 


UN refugee 


agency scraps 
mediator post 


By Andrew Edgecfiffi^Jotasw 


The United Nations High 
Commissioner for Refugees 
is axing the post of mediator, 
its neutral ombudsman. 
Anne-Marie Demmer, the 
current mediator, has pub- 
lished several highly critical 
reports about the organisa- 
tion's management. 

Mrs Demmer, who has 
been responsible for tackling 
the grievances of disaffected 
staff since the post was cre- 
ated in 1993, will step down 
next month. 

Kris Janowski, a UNHCR 
sp ok esman, said yesterday 
that the current post was for 
a senior-ranking, and there- 
fore expensive, official. He 
added: "We have to shrink 
because we have less money. 
We have decided to replace 
[the mediator] with some 
other structure which Is not 
decided yet” 

He stressed that the 
UNHCR would listen to Mrs 
Demmer’s recommendations 
about her succession. 

Staff expect Mrs Demmer's 
valedictory report - which is 
due to be completed wi thin 
days - to criticise the man- 
agement of the UNHCR for 
not implementing recom- 
mendations made in her ear- 
lier reports. The organisa- 
tion last week rejected 
allegations in the Financial 
Tunes of management fail- 
ings. 

A copy of the mediator's 
last report, which was pub- 
lished in 1996 and distrib- 
uted to all staff members, 
has been passed to the 
Financial Times. 

The report highlighted 
concerns that staff have “a 
low level of confidence in 
the objectivity and fairness 
of management* that there 
is “a tendency in many parts 
of the organisation to con- 
sider staff ‘guilty until 
proven innocent'," and that 
there to a "persistent lack of 
real attention and thus of 
resources devoted to staff 
training”. 

The report added: “The 
wea k ness of the investiga- 
tive processes of the organi- 


“We had enormous scien- 
tific resources here. We 
could make anything,” said 
Volodymyr Horbulln, for- 
merly chief engineer at 
Yuzhnoe and now Ukraine's 
national security director, 
nostalgically. 

But in 1991, military pro- 
curement spending was 
slashed by 80 per cent, and 
orders for new aircraft and 
missiles ground to a halt 
"We could put 300,000 
people back to work if we 
could just restart our aero- 


Antonov is 


beginning to 
regain worldwide 
prestige through 
new projects 


space sector," said Mr Hor- 

h wHti- 

But little by little, com- 
mercial benefits are being 
drawn from the Soviet mili- 
tary legacy. 

After showing the AN-70 
cargo aircraft at the Berlin 
air show in May, the Anto- 
nov executives have started 
negotiations with Daimler- 
Benz aerospace, the German 
aircraft maker, on the pros- 
pects of jointly manufactur- 
ing the AN-70. 


Antonov has also 
suggested the AN-70 to eight 
European countries, includ- 
ing Germany, which have 
plans to design and manu- 
facture a large European 
military cargo aircraft in a 
joint project, the so-called 
FLA, or future large aircraft. 

"Europe could save &t-5bn 
by using our design," said 
Dmitri Kiva, Antonov’s chief 
designer. 

Although it is considered 
an outside contender for the 
contract, the AN-70 would 
cost roughly $50m per air- 
craft, cheaper than the esti- 
mates for the FLA of 
roughly $70m, not including 
design costs of billions of 
dollars. 

One hurdle for Antonov to 
overcome, however, is the 
industry perception that 
their aircraft are unsafe. A 
now famous photograph of 
an AN-124 tailfin sticking 
out of a block of apartments 
in the Russian province of 
Irkutsk last year left a last- 
ing impression. That crash, 
however, was attributed to 
frozen fuel, and Antonov 
executives vociferously 
defend their aircraft's over- 
all record. 

In the meantime, the other 
prestige project for Ukraine’s 
aerospace sector to the Sea 
Launch project, led by Boe- 
ing, the US aircra ft manufac- 
turer, in which Ukraine has 
a 15 per cent interest Sea 



The Jamaican gov ernm ent and Cable and Wlrttoaa we 
hooding for a dispute over attempts to dtfute toe UK com- 
pany's tetecommiaiications monopoly on Ihe (stand The 
government wants greater competition tn some telecom 
services, but C&W claims Its future investments In Jamaica 
have boon made uncertain. C&W has a 79 paf cent stake 
in Cable and Wireless Jamaica, and there has bean local 
controversy over its monopoly to provide wired, wireless 
and value-added telecommunication sendees undera 
licence granted in 1987. Wh3a honouring the company's 
licences, the government wants competition in some ser- 
vices. 

Jamaica has to reform its telecoms policy to meet World 
Trade Organisation rules to allow Jamaica “gainful partici- 
pation" in the global information economy. Percival Patter- 
son. the prime minister said. Cable and Wketess Jamaica, 
which has invested heavily In the Island's telecommunica- 
tions, said the government's plan wees an "uratrtfltog 
development" which "raises questions about Cable & 
Wireless’ existing investments end places a great deal of 
uncertainty about the company’s future investment pro- 
gramme In Jamaica". Canute James, Kingston 


The AN-70: Antonov executives defend to safety record and say R 
could sow Europe $5bn in desipi costs Austin J fawn 


INVESTMENT IN VIETNAM 


Launch is a revolutionary 
idea to launch commercial 
satellites using a seaborne 
launching pad which can be 
placed directly on the earth's 
equator, to take advantage 
of the lesser gravitational 
pull in launching satellites 

high into geostationary 
orbit 

Ukraine’s Yuzhnoe rocket 
factory to supplying part of 
the rocket while Russia’s 
Proton factory supplies an 
additional booster and Nor- 
way supplies the launch pad. 
Sea Launch already has 
orders to launch 18 satel- 
lites, and Ukraine is eyeing 


the commercial satellite 
market covetously. 

According to Euroconsult, 
the French aerospace 
research house, more than 
$Z2bn worth of commercial 
satellites will be launched 
into low earth orbit by 2007. 
This would be a prime mar- 
ket for its Zenith rockets, 
also manufactured at Yuzh- 


UK minister urges faster talks 


noe. 

"We intend to become 
major participants in the 
commercial space market," 
said Oleg Federov, chief of 
department of scientific 
research at the National 
Space Agency of Ukraine. 


Britain’s trade minister. Brian Wilson, has warned Vietnam 
that it heeds to speed up the pace of negotiations on big 
foreign investment projects if It wants to encow&go contin- 
ued investor interest. After two days of tale In Hanoi, Mr 
Wilson said he respected the caution which Vietnam dis- 
played in its negotiations, but that foreign cwmpanies 
expected to achieve a positive outcome within a time 
scale which was comparable with other sirruter economies. 

“It would be naive to suppose that particular markets 
don't have reputations end images." ho said, "And it Is 
obvious that companies and countries are watching and 
are aware of the pace and progress in Vietnam." 

Tire visit to Vietnam Included discussion of a $l.5bn off- 
shore gas development project by an international consor- 
tium including BP and SJatofl, which was fast proposed in 
1993 and which has been the subject of detailed negotia- 
tions for more than a year. Jonathan BirchaH, Hanoi 


INTERNATIONAL 


AFRICAN BLASTS STRIKE AT US ALSO DEALS BLOW TO ECONOMY ALREADY SUFFERING FROM FALL IN TOURISM 


Bombing shatters Kenyan hopes 


By Mufnla Whang to Nairobi 


sation to preoccupying also 
in relation to reports of sex- 
ual harassment . . and in 
connection with the subse- 
quent actions taken against 
the alleged perpetrators." 
The delays inherent in the 
existing disciplinary rules 
for dealing with such cases 
"have little or no disincen- 
tive effect," it said. 

The report conceded that 
"change is in the air" but 
says that the initiatives 
launched to effect improve- 
ments within the UNHCR 
“have yet to translate into 
concrete, organisation-wide 
reality 

The mediator’s 1396 report 
concluded with the hope 
that some of the causes of 
employees' difficulties may 
be systematically addressed 
by the "change manage- 
ment" programme Intro- 
duced by the UNHCR in 
December 1995- 

How ever, the UNHCR staff 
council has repeatedly 
voiced concerns in recent 
months that the manage- 
ment initiatives in general, 
and the change management 
programme in particular, 
have failed to change the 
organisation for the better. 

Mr Janowski said that the 
management project, which 
has the aim of devolving 
mare responsibility to staff 
in the field, was "extremely 
complex," and that it would 
take another one or two 
years to judge how success- 
ful It bad been. 

He added: "This to a big 
organisation which has been 
expanding rapidly and then 
shrinking. Sh rinking is 
always painful, so you 
always have people who are 
unhappy." 

In the three years between 
the establishment of the 
mediator's post and the 1996 
report, Mrs Demmer wrote, 
more than 4 per cent of the 
staff had sought the media- 
tor’s help. She added that, of 
the 72 cases she investigated 
between June 1995 and May 
1996, 17 led to “a review of 
the administrative actions 
which bad been taken or 
envisaged." 


As relatives continued to 
bury at least 218 victims of 
last week’s bomb blast, 
Kenya was yesterday begin- 
ning to measure the impact 
of the country’s worst terror- 
ist attack on an economy 
already hit by crisis. 

Coming after an 1&- month 
slump, the timing of Friday’s 
explosion could not have 
been more damaging. 
"Things were limping along 
badly anyway," said an eco- 
nomic analyst "This to the 
final shot in the head." 

Even before the blast, stag- 
nating foreign investment, 
an aid freeze by donors exas- 
perated by top-level graft, El 
Nlflo's ravages on agricul- 
ture and the near -collapse of 
the tourism industry had 
prompted many economists 
to predict growth this year 
would be under 1 per cent 
after an already disappoint- 
ing ZZ per cent in 1997. 

Now even that scenario 
looks optimistic. *Td be sur- 
prised if growth isn't in the 
negative," said Robert Shaw, 
director of -the Institute of 


Economic Affaire. "Overall 
this will increase momentum 
towards greater slowdown," 

The immediate damage to 
Nairobi’s infrastructure has 
stffl to be assessed, although 
yesterday while touring the 
bomb site Kenya's President 
Daniel arap Moi said the 
total cost could reach $500m. 

The bomb - coinciding 
with a similar blast in Dar es 
Salaam - seriously damaged 
at least 30 buildings in the 
business centre and it to 
expected many small busi- 
nesses may be bankrupted, 
as Insurance policies in a 
city with no history of guer- 
rilla attack rarely catered for 
terrorism. The Association 
of Kenya Insurers, under 
public pressure to be lenient 
met an Monday to consider 
how to react 

Tourism to likely to suffer 
the biggest blow. The indus- 
try, accounting for up to 20 
per cent of foreign exchange 
revenue, was just beginning 
to pick up after what Henry 
Kosgey, tourism minister, 
called its worst year since 
independence. 

Kenya's tourist board has 


appealed to the US govern- 
ment to review the travel 
warning issued on' Friday, 
which advised nationals to 
avoid Kenya and Tanzania 
because they would find no 
local back-up in countries 
where both US embassies 
are out of action. 

The warning, which con- 
trasted with an advisory 
from the British Foreign 
Office recommending travel- 
lers leave their plans 
unchanged as “repeat inci- 
dents" seemed unlikely, trig- 
gered tory in a country that 
already sees itself as the 
innocent victim of a dispute 
between Islamic fundamen- 
talists and the US. 

An editorial in the Dally 
Nation newspaper blasted 
what it described as an 
“impolitic and callous" 
move, saying Kenya took 
“great offence” at the advi- 
sory. “We trust that 
Americans are intelligent 
enough to treat this piece of 
ill advice with the disdain it 
deserves," it said. 

. American visitors rank 
only sixth in Importance for 
Kenya, with the greatest 


share coming from Europe. 

But tour operators worry 
that even without a negative 
advisory. TV coverage of the 
blast’s aftermath will com- 
pound the negative image of 
Kenya arising from last 
year’s ethnic cl a s h es and a 
spate of gangster attacks in 
which western er s have died. 

Kenya to estimated to have 
lost op to $400m in tourist 
revenue In the 12 months to 
July. Hotels on the coast 
have closed and 50,000 
people in the industry have 
lost their jobs. 

The latest bad news comes 
just as European customers 
turn their attention to win- 
ter bookings. “The tourist 
board has been busy promo- 
ting Kenya abroad and there 
were hopes we would see 
bookings up for the Novem- 
ber to March, high season,” 
said an industry operator. 
“This knocks It all for six.” 

The government is poorly 
placed to ride out any fur- 
ther slowdown in economic 
activity. It is struggling to 
control a budget deficit 
likely to reach 4 par cent of 
gross - domestic product 


against a target of 2.4 per 
cent It to also desperate to 
reduce the huge domestic 
debt fuelling cripplingly 
high interest rates (interest 
rates on treasury bands are 
about 25 per cent). 

Kenya’s government wifi 
hope that, given the excep- 
tional circumstances, the US 
and other governments will 
soften the hard line taken 
since aid was frozen last 
August by the International 
Monetary Fimd and bilateral 
donors. 

-Madeleine Albright, the 
US secretary of state, said on 
Monday Washington would 
discuss with Tanzania and 
Kenya ways in whidh the US 
could assist But given the 
widespread perception that 
Mr Moi to still reluctant to 
crack down on corruption, a 
sea change In International 
attitudes to Kenya looks 
unlikely. 

• The Kenya Society has 
set up a fund for the victims 
of the Nairobi bombing and 
their families. Donations 
be made by calling 0670 901 
4222 from UK, 00 44 870 901 
4222 from other countries. 


Israelis 
lift block 
on UN 
N-talks 


By Judy Dempsey in Jerusalem 
and Davfef Buchan to London 


RISING TENSION UN FEARS SKIRMISHES MAY LEAD TO BIG GOVERNMENT PUSH TO DRIVE OUT UNITA REBELS 


Angola trembles on brink of all-out war 


By IBctotes Shaxson in Luanda 


Further fi ghting has erupted 
in northern Angola in what 
United Nations officials tear 
may he a big new offensive 
by the Angolan Armed 
Forces (FAA) against the 
Unita rebels. 

But so far the fighting 
does not seem to have 
spread to the central high- 
lands further south, where 
Jonas Savimbi, the Unita 
leader, has his headquarters. 
As such ft does not yet con- 
stitute the "final offensive" 
many have said to imminent. 

The UN said the fighting . 
was concentrated around 
Unite’s m&'ip military base 
in the north near the town of 
Mfiando, just 75km (45 miles} 
south of the border with the 
Democratic Republic of 
Congo and 50km west of the 
country's richest diamond 
mining area in the Cuango 
valley. 
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State media have also 
reputed a massacre at Kun- 
da-dya-Base, 60km west of 
Mllando, though the UN has 
recently accused them of 
false and hostile reporting. 

It is not dear if the latest 
turmoil to a direct result of 
recent fighting in nearby 
Congo. But the Angolan gov- 


ernnent fears Mr Savimbi 
will exploit the conflict, even 
though he to not allied with 
either Rwandan-backed 
forces in eastern Congo, or 
Laurent Kabila, Congo’s 
president, who came to 
power in Kinshasa last year 
With the help of the FAA. 

Observers have said for 
weeks that the well-armed 
FAA were about to attack 
the central highlands head- 
quarters of Mr Savimbi. 
Unita has an estimated 
10,000-15.000 troops even 
though it officially demobi- 
lised under the 1994 Lusaka 
peace agreement 

Relations between the gov- 
ernment and the rebels 
soured in June as scattered 
skirmishes broke out. They 
worsened when Alioune 
Blondin Be ye, UN special 
representative to Angola, 
died in an air crash on June 
26. Tension rose as each side 
blamed the other for another 


massacre in late July, less 
than 200km from Mfiando, In 
which the UN said at least 
105 people had died. 

The new fighting could 
herald a wider offensive 
against Unita . because of. 
government exasperation, it 
sees the negotiating propos- 
als brought back to Luanda 
by Isaias Samakuva, Uni La's 
chief negotiator,- as further 
delaying tactics. Aid workers 
said the latest fighting 
erupted on Friday, just 
hours after his return. 

But observers had also 
said that much of ihe earlier 
tension was intimidation by 
the Luanda government to 
force Mr Savimbi to with- 
draw peacefully from the 
central highlands. “The gov. 
eminent firmly believes Sav. 
imbi will never make any 
concessions Unless he -to 
under a military threat;" a 
diplomat said. 

The attacks may remain 


limited to the diamond areas 
to put more pressure on Mr 
Savimbi to hand over his 
headquarters, thus imple- 
menting the last significant 
outstanding element of the 
Lusaka agreement 

“The extension of state 
administration to these 
areas implies he must return 
to Luanda," Mr Samakuva 
said. “And he to afraid for 
his life here." 

Last year the Faa attacks 
in the north-eastern dia- 
mond regions, which also 
prompted predictions of 
all-out war,. culminated in 
the -official . hand-over of 
most of Unite’s main dia- 
mond mining areas. The 
fields had produced about 
half of Angola’s estimated 
Slbn total output in 1997, but 
analysts predicted, even 
before the latest fighting, , 
that Mr Savimbi would mine 
little more than SlOOm worth i 
of diamonds this year. 


Israel bowed to pressure 
from the US yesterday and 
lifted its objections to the 
start of United Nations-spon- 
sored talks aimed at halting 
production of fissile nuclear 
bomb-making material 

Yesterday’s shift by Israel, 
the last country to hold out 
against the talks, enabled 
the 6i-nation Conference on 
Disarmament in Geneva to 
set up a negotiating commit- 
tee to draft a treaty. The 
Geneva group includes the 
five established nuclear pow- 
ers plus India and Pakistan 
which exploded nuclear 
weapon devices earlier this 
year. 

Robin Cook, foreign secre- 
tary of Britain which takes 
over the chair of the disar- 
mament conference next 
week, hailed yesterday’s 
moves as “a significant 
breakthrough" towards the 
goal of a “comprehensive 
international treaty ending 
the production of plutonium 
and highly enriched ura- 
nium for nuclear weapons". 

But remarks yesterday by 
Benjamin Netanyahu 
suggested that Israel may be 
simply buying time, or pla- 
cating Washington in return 
for an easing of US pressure 
over the Middle East peace 
process, rathor than becom- 
ing a serious negotiating 
partner in Genera. ' 

Mr Netanyahu insisted to 
his cabinet that Israel had 
“fundamental problems with 
the treaty", which would 
subject it to verification of 
its nuclear capability and 
weapons arsenal. 

Negotiating a treaty halt- 
ing fissile nuclear material 
production is likely to fake 
several years. Members of 
the Geneva conference are 
divided, on. the scope of a 
treaty and Its verification 
procedures. The established 
nuclear powers generally 
want it to apply only to 
future production, while 
many devetoping countries 
also want international 
inspection to apply to exist- 
ing stocks of fissile material 
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Japan’s wbes 
drive more to 
bankruptcy 


fa Tokyo 

Startling figures about 
Japan's persona] bankruptcy 
rate released yesterday sug- 
gest that the country’s eco- 
nomic crisis is taking a 
heavier toll on individual 
consumers than expected. 
The results put new pressure 
on the country's troubled 
financial system, which is 
already struggling under an 
estimated Y87,000bn ($6Q0bn) 
in bad loans. 

The number of personal 
bankruptcies in the first five 
m o nt h s of this year jumped 
38 per cent compared with 
the same period last year, 
according to a report by the 
Supreme Court. If the trend' 
c o ntinues at its present rate, 
the number of people ffling 
for bankruptcy will reach an 
all-time high of 90.000 this 
year,- the court said. 

Last year. 71,299 people 
filed for bankruptcy in 
Japan. 

The results complete the 
picture of economic turmoil 
in Japan. C onsumer demand 
has collapsed, corporate 
bankruptcies are at record 
levels, and the unemploy- 
ment rate is the highest 
since the 195Qs. 

Corporate failures were 
one of the biggest reasons 
for personal bankruptcies, 
the study said. The number 
of Japanese companies that 
filed for bankruptcy climbed 
29 per cent year-cn-year to 
3,741 cases in June, accord- 


ing to TeOtoku Data Bank, a 
research group. . The total 
debts associated with those 
failures increased 74-6 per 
cent over the previous year 
to Yl,363bn, Teikoka Data 
Bank sail 

More people are filing- far 
personal bankruptcy thaw in 
the past because of a wider 
public awareness and 
greater social acceptability 
of being bankrupt Until 
recently most bankrupts 
would have chosen to run 
and hide from debt collec- 
tors, if not commit suicide. 

The decline of construc- 
tion activity, one of the. sec- 
tom worst fait by the down- 
turn. Is particularly 
damaging as it employs 10 
per cent of the workforce 
and accounts for nearly IS 
per cent of national income. 

At the same rimn compa- 
nies’ attempts to reduce 
their payrolls have hurt, indi- 
vidual finances. The unem- 
ployment rate is at a record 
4.1 per cent, bonuses are foil- 
ing at many mid-size compa- 
nies, thA number of com- 
panies cutting jobs is 
increasing. This is especially 
striking in Japan, where 
companies have traditionally 
avoided redundancies and 
salary . 

Growing personal and 
company debt levels have 
led to increased iformmd for 
loans. But many Japanese 
banks, facing their own 
liquidity crisis, have tight- 
ened lending conditions, to 


Debt rumours hit 
Indonesian rupiah 


By Sander Thames bo Jakarta 

Indonesia’s rupiah plunged 
yesterday on rumours of a 
sovereign debt default, but a 
senior minister insisted a 
freeze on principal payments 
had been agreed in advance 
with France and other donor 
countries as part of a 
planned debt rescheduling of 
official credits. 

The rupiah lost Rp400 to 
the dollar in just 30 minutes 
on the London market, 
according to traders, follow- 
ing a news agency report 
that Indonesia had stopped 
paying principal on a loan, 
provided by a French bank. 
It was down Rp250 at 13,200 
to the US dollar in late Lon- 
don trading. 

But an angry Ginandjar 
Kartasasmita. co-ordina t i n g 
minister for finance, eco- 
nomics and industry, told 
the FT that Indonesia had 
not defaulted. “What we are 


doing now is implementing 
the agreement we reached 
with international debtors, 
on rescheduling our sover- 
eign debt," he said. 

Under Its recent agree- 
ment with the International 
Monetary Fund, Indonesia 
promised to negotiate a debt 
rescheduling with several 
official creditors as part of 
its efforts to cover external 
cash flow requirements. The 
payments freeze is a stan- 
dard part of snch proce- 
dures. Bankers said yester- 
day’s trouble arose because 
. the plan had been poorly 
. communicated. 

A spokesman of the Indo- 
suez banking group con- 
firmed Indonesia had missed 
a deadline on principal pay- 
ment on Monday but would 
not reveal the , amount “It 
was not something we- had 
anticipated," he said, adding 
that other banks had also 
reported missed payments. 


PROPERTY. BLOW DECISION ON THIRD PHASE OF- ROYAL ASCOT DEVELOPMENT AS HONG KONG STOCK MARKET REACHES FIVE-YEAR LOW 




Leading developer pulls out of HK deal 


By LnftK Lucas in Bong Kong 


Confidence in Hong Kong 
was further dented yester- 
day when the ter rito r y 's big- 
gest ' property developer 
withdrew from the exported 
expansion -of a key residen- 
tial project, sending more 
tremors through the prop- 
erty market 

‘ Sun Hung Kai Securities 
said it “wished to hold 
proposals in abeyance until 
the property market has star 


bllised", according to its 
partner on the project, the 
Kowloon-Canton Railway 
Corporation fKCRC). - - 
The decision, which high- 
lights developers’ gloomy 
outlook far the market, puts 
a question-mark over the 
fixture development of Royal 
Ascot, an upmarket develop- 
ment of about 2300 flats in 
10 blocks. Work had not 
begun on an expected third 
phase, although a feasibility 
study has been completed. 


KCRC said yesterday it 
had no intention of delaying 
the project until Sun Hung 
KaT derided to return to the 
market, and was now explor- 
ing all viable options. 

The latest blow came dur- 
ing another rout on the 
Hong Kong markets. Specu- 
lators continued their 
assault on the local cur- 
rency, an attack that was 
waged for most of last week 
as the Japanese yen weak- 
ened, putting pressure on 


the Chinese renminbi and 
Hong Kong dollar. The stock 
market yesterday lost 3.6 per 
cent, hitting a five-year low. 

Asset deflation is the price 
Hong Kong is paying for its 
tenacious maintenance of 
the currency peg, the linch- 
pin of its financial system, 
which links the Hong Kong 
dollar to the US dollar at a 
rate of 1 J& to l. 

As share and property 
prices slump and interest 
rates rise, consumption has 


dried up. exacerbating the 
wunuraic contraction. 

Property prices have fallen 
some -to per cent from the 
peak ui July last year and 
analysts reckon there is 
scape for a further 30 to 40 
per cent pruning of prices. 
Royal Ascot, a short trot 
from the Shatin race course 
in the remote New Territo- 
ries, Is a case m point. 

Sun Hung Kai irked ten- 
ante List August when car 
park spaces were sold off far 


‘River of Sorrow’ hits China’s industrial growth 


Yangtze flooding has 
disrupted production 
but there is a flicker - 
of hope, writes 

James Harding 

C hina yesterday reported 
a sl owd o wn In Indus- 
trial growth last month, 
following the most extensive 
flooding of the Yangtze 
River in more than 40 years, 
which has disrupted produc- 
tion and Inundated large 
areas of the country. 

Beijing said “the huge 
impact of floods and the 
forced shutdowns of enter- 
prises in some areas" had 
caused the decline in output 
growth, underlining bow the 
Yangtze crisis is dragging on 
China’ s economy. 

Another surge of water 
has now swept down the 
central reaches of the river, 
but just spared the indus- 
trial hub of Wuhan, after 
frantic efforts to reinforce 
dam walls and divert flood 
waters to protect the city's 
7m residents. 

Officials yesterday warned 
that with further rains 
expected and river banks 
swollen after weeks of pres- 
sure, worse may yet occur. 

Zhn Rongji, China's prime 
minister, was quoted earlier 



BtehfinBS et -ftuflmg, Jfuigxi province, left flooded by the Yangt 


this week warning of the fur- 
ther potential dangers of col- 
lapsing river walls. 

“The flood situation is 
very serious on the Yangtze 
River. 

“There is a high possibility 


of cave-ins and crumbling 
along the main river dikes 
because of the long soaking 
period." 

Yet, while more than 2m 
people continue to work 
along the banks of the Yang- 
tze - China’s ancient “River 
of Sorrow" - to prevent fur- 
ther damage and loss of life, 
the economists have already 
started counting the cost. 

“Despite the scale of the 
tragedy, this will not affect 
the Chinese economy funda- 
mentally and it will not be a 
factor affecting the Chinese 
currency," one western econ- 
omist in Beijing said yester- 
day. 

. “It will not be a devastat- 
ing blow. But it may cut part 
of a percentage point off the 
growth rale-" 

The State Statistical 
Bureau reported yesterday 
that industrial growth fell to 
7.6 per cent year-on-year in 


July, compared with 7.9 per 
cent in June and 8 per cent 
in May. The flooding rather 
than the Impact of Asia's 
financial crisis had been the 
main factor behind the slow- 
down. 

Industrial output rose 7.8 
per cent year-on-year in the 
first seven months of this 
year, markedly below the 
government's industrial out- 
put growth target of 11 per 
cent for 1988. 

Beijing has already 
blamed the flooding; which 
has claimed more than 2,000 
lives and caused more than 
$5bn-worth of damage, for 
shaving 0.4 percentage 
points off economic growth 
in the first half of the year. 

However, the continuing 
drag on industrial output 
has raised alarm that the 
flooding may indeed put fur- 
ther strain on the Chinese 
economy, which achieved 7 


per cent growth in the first 
half of this year and is strug- 
gling to hit the government's 
8 per cent target for lt*4S. 

“It is nut over yet and n is 
unclear what the impact has 
been. .Agricultural output in 
some provinces may be very 
badly hit and, especially if 
there is flooding in Wuhan, 
it could hit industrial 
growth further/ the western 
economist said. 

Agriculture has been the 
obvious casualty so far. as 
the relentless summer rains 
over the past two months 
have resulted In unusually 
fierce seasonal flooding that 
has forced the relocation of 
more than 14m people and 
left farmland, roughly the 
combined areas of England 
and Ireland, under water. 

Broader economic con- 
cerns have also started to 
feed through into the stock 
markets. 


On the Shanghai 
exchange, the index of “B” 
share foreign currency 
shares sank to a new low 
yesterday, driven down by 
Tears over the weakness of 
th<‘ Japanese yen and wor- 
ries that the floods nil! 
badly damage the perfor- 
mance of some listed compa- 
nies in central China. 

But some analysts suggest 
that in terms of China's eco- 
nomic performance there 
may be u silver lining. 

Wang Guoxmg, associate 
professor at Fudan Univer- 
sity in Shanghai, said: 
“From the macro-economic 
point or view, the floods may 
lilt domestic demand. The 
reconstruction of flooded 
areas, restoration of agricul- 
tural and industrial produc- 
tion and bouse building will 
be new stimuli." 

China has pledged to 
increase infrastructure 
spending to lift the growth 
rate in the second half of the 
year. 

The government has 
already committed 
RMBl.Sbn (SZSm) to fight- 
ing floods and to the provi- 
sion of relief effort, funds 
backed by increasing inter- 
national assistance. 

The impact on industrial 
production might also not be 
as severe as feared, os this is 
the low point in the annual 
cycle. Prof Wang suggested. 

But it all depended on 
when the flood waters would 
start to recede/lf flooding 
continues after mid-August, 
that will be a problem." 


Call for Philippine interest rate clarity 


By Justin Manizzi in Manas 


The Bankers’ Association of 
the Philippines (BAP) yester- 
day urged the central bank 
and government to stop 
sending out mixed signals on 
interest rates amid growing 
fears of a policy drift under 
the new administration of 
President Joseph Estrada. 

The call came. as the cen- 
tral bank raised its over- 
night borrowing and lending 
rates by three percentage 
points to 18 and 20 per cent 


respectively, following a 2 
percentage point increase on 
Monday. 

Traders said the central 
bank’s moves conflicted with 
the government's rejection 
of bids from financial insti- 
tutions at the weekly auc- 
tion of Treasury bills on 
Monday in an effort to pre- 
vent interest rates rising 
from the present level of 14 
per cent 

“It would be good for both 
agencies to have a more uni- 
fied strategy." said Deogra- 


rias Vistan, BAP president 

Gabriel Singsoo, central 
bank governor, defended the 
monetary authority’s move 
to protect the peso, empha- 
sising the lifting of over- 
night rates was temporary. 

“If we did not do some- 
thing about interest rates, I 
would expect the exchange 
rate to be 4647 {pesos to the 
dollar] today/ he said. “We 
would like the exchange rate 
to be determined by the mar- 
ket but a market that is not 
heavily influenced by specu- 


lation and panic-" The peso 
yesterday closed stronger at 
43.6 to the dollar against its 
opening at 44.35. Mr Singson 
added. 

Analysts believe the gov- 
ernment's rejection of all or 
most bids at recent Treasury 
bill auctions is unrealistic. 
“It is totally crazy that the 
government didn't accept 
bids on Monday," said Alex 
Connor, head of research at 
Indosuez W.I. Carr Securi- 
ties. “I think the likelihood 
is that interest rates 


will have to go up/ 

In the past several days, 
regional . concerns have 
rocked the Manila stock 
market and intensified spec- 
ulative pressure on the peso, 
which until last week had 
been trading steadily at 
about 42 to the dollar. 

On Monday, it touched a 
seven-month low of 44 B to 
the dollar. Those anxieties 
have been compounded by 
the business community’s 
fears of the Estrada adminis- 
tration's lack of direction. 


HKS880.000 (US$114.0001, a 
record for car spaces in the 
New Territories. In October 
last year a coveted high-level 
1,620 sq ft flat with views of 
the racecourse went for 
HKS19^m, lower than the 
expected HKXfflm. 

Today KCRC said flats 
were going for around 
HK65.000 per sq ft, or 
HKKLSm for the smallest 70Q 
sq ft flat without views. 

Soil editorial c a n am apt 

S Korea 
closes 
four life 
insurers 

By John Burton in Scoot 

South Korea yesterday shut 
Tour insolvent life insurers 
in a first move toward 
reforming the ailing insur- 
ance sector. 

The four insurers, Kukje. 
Tacyang. BYC and Coryo. 
are relatively small. But the 
government warned that 
seven bigger insurers might 
also be forced to close if they 
failed to submit realistic 
restructuring plans to 
improve their financial 
strength. 

Hie decision to clow the 
insurers comes as part of a 
South Korean government 
programme aimed at helping 
sort out the problems of the 
oiling financial sector. 

Operations at the four 
companies will be suspended 
for three months before they 
are merged with stronger 
insurers, Including Sam- 
sung. Kyobo, Hungkuk and 
First Life, in an effort to pre- 
vent policyholders from suf- 
fering losses. An estimated 
2.100 jobs will be lost as a 
result of the mergers. 

However, the government 
decided to postpone the shut- 
down of two troubled gen- 
eral insurers, Korea Guaran- 
tee Insurance and Hankuk 
Fidelity, to avoid “a serious 
effect" on the finnnrtai sec- 
tor. The two groups have 
more than 7m policyholders. 

A total of 22 troubled 
Insurers, including 18 life 
and four non-life companies, 
were recently forced to sub- 
mit restructuring plans as 
part of the government's 
review of the financial 
industry. The government 
blamed the problems of the 
insurance sector on “exces- 
sive expenditure and the 
accumulation of non-per- 
forming loans" in an over- 
crowded industry. 

The Financial Supervisory 
Commission has already 
shut five commercial banks 
and 14 merchant banks, spe- 
cialising in short-term corpo- 
rate lending. 


Rifts show in Vietnamese leadership 


An open letter 
alleging corruption 
reveals tensions in 
the party. Jonathan 
Birchall reports 

T his time last year Pham 
The Duyet was the Viet- 
namese Communist par- 
ty's clean-up specialist After 
violent protests last summer 
against corrupt local officials 
in the northern province of 
Thai Binh, it was Mr Duyet 
as politburo member respon- 
sible for mass organisations, 
who first went to the . trou- 
bled areas to Este p to the 
grievances of angry farmers. 

The protests, during which 
mobs kidnapped policemen 
and vandalised government 
buildings, eventually led to 
the removal of the province s 
top party officials, prison 
sentences for some of the 
protesters, and renewed cans 
from the leadership to stamp 
out corruption in the party 

ranks. . 

Soon afterwards, Mr Duyet 
was elevated to the elite five- 
member standing committee 
of the Vietnamese politburo. 
in what some analysts saw 
as a reward for a job well 
done in Thai Binh- 

But now the 63-year-old ^ 

himself in the 
after the emergence or a let- 
ter from veteran party men* 
here in Hanoi accusing him 
of corruption- 
The letter, sent totheF*r- 

ty's tap leaders on May Day. 

highlights complaints dating 

hack to the earl jjS°?f 
when Mr Duyet was head ot 

the party in Ha f° L J*jS 
draws an ironic parallel 

between 

capital and events m rural 

Thai Binh. , 

On a regional setie- 
allegations art 
stuff of headlines. Tie letter. 



Lo Kha PMete seea corruption as the ‘greatest threat" 


signed by U party members, 
catalogues the kind of low 
level corruption and intimi- 
dation oyer access to land in 
Hanoi . which, would be con- 
sidered rrmof-the-mill by 
most Vietnamese. > 

-These are the sort of alle- 
gations you could make 
against virtually any provin- 
cial party boss,.anywhae in 
the country/ says one west- 
ern diplomat In Hanoi 

But it is extremely rare for 
such detailed and specific 
allegations against a .named 
top party leader to emerge in 
public. . 

The letter Is also the latest 
in a series of signs of tension 
within Vietnam's one-party 
system, which have come 
against .the background of 
Vietnam’s growing economic 
difficulties .® a result of the 
regional crisis. 

The most vocal dissent has 
come from a 74-year old 
retired general and former 
party ideology boss, Tran 


Do, who issued a series of 
open letters appealing to the 
party leadership to imple- 
ment widespread, political 
reforms. 

The party leadership has 
responded .to this- latest 
attack with a show of .soli- 
darity. Vietnam ’8 foreign 
ministry emphatically 
denied that Mr Duyet is 

under investigation, .while 

he himself promptly 
appeared in the local press 
going about - business as 
usual 

O n -Monday, the conser- 
vative army newspaper, 
Quan Doi Nhan Dan, 
carried an article attacking . 
wavering party, members, 
including those who have 
“raised their voices publicly 
against the regime with the 
aim of seising power", Mr 
Do’s calls for political reform 
have been dismissed by one 
party leader as “a recipe for 
chaos". 


Same political analysts in 
Hanoi argue that the recent 
letter is evidence of an inter- 
nal politburo power struggle. 
Others, pointing to the dam- 
age done to the entire sys- 
tem by the charges, see a 
party-wide split between the 
current leadership and an 
earlier, “purer'’ old guard. 

But what the letter does 
demonstrate is that In the 
absence of an organised 
opposition, internal dissent 
within the party remains the 
main challenge to its grip on 
power. And by raising the 
issue of corruption, the dis- 
senters are now touching on 
an issue which, as Thai Binh 
demonstrated, can mobilise 
papular discontent against 
the party. 

After the trouble In rural 
. Thai Binh, the party pledged 
to improve “grass roots 
democracy" In order, to 
improve the public account- 
ability of local officials. 

The party’s general secre- 
tary, Le Kha Phieu. subse- 
quently identified “corrup- 
tion arid the deterioration in 
the moral behaviour” of offi- 
cials as the “greatest threat” 
to Vietnam's social stability. 

But the party still. faces 
the dilemma of policing 
itself, and of persuading 
ordinary people that the 
higher echelons are some 
how exempt from the mani- 
fest failings of the lower 
ranks. 

The ll party veterans who 
signed the attack on Mr 
Duyet aren’t convinced. 
They called on Mr Duyet and 
the deputy chairman of the 
Hanoi People’s Committee to 
declare their personal 
wealth, in order “to regain 
for file party the trust of its 
members, and of the people," 
and warned that if the party 
didn't match its deeds with 
Its words, “it would be 
cursed for years to come”. 


CONTRACTS & TENDERS 





Advertising release 
for sale of shares by direct negotiation 


□ Registered Office: Iasi. Stt Aurel \Taicu. or. 77.jud. Iasi. 

□ Fiscal Code: 1965018. 

□ Registration no. at Commercial Register Office: J 22-275-1 991 

□ Issued stock capital accordin g t o tfe latest records, 

-at the Commercial Rcmier Office: 17.U97.65U thousand ROL 
O Turnover in 1997:61.727.182 thousand ROL 

□ Net profit in 1997: 874.1H9 thousand ROL 

□ Main scope of activity: designing, manufacturing and trade of spore parts, subassembly for vehicles, agricultural 

machine, equipment and industrial installations, technical assistance. 


Total number of shares at a nominal value of 25JMN) ROL each: 6&X906. 
The share ownership structure is as follows: 


Q Stale Ownership Fund 
O Financial Investment Company Moldova 
~ Share owneis through mate privatisation 
Shares assigned to the manager 


8 


69.603 

12.480 

17.810 

0.107 


R0L «**■ 

The Co mpany P RESENTATION FILE required for subscription in the offer mav be obtained at the Stale Otm mlilw Fund. 
BUSINESS CENTRE. OFFERS DIVISION of me Inlenuhnnal Relations DcmrtroenL Bucharest. 6 Siavtoppleos Street, sector 3 Aw M- 
01/31 10495; 3123130; 3124231 and fax ftUU/312NUf . drilv between 8’ anil 16“ hiv. at anrice of p#l ROL. Rxrign CitizeiKtfftaai 
entities may ray cash in USD ai National Bank exchange rate applicable on the PRESENTATION FILE purchase date, ms sum has mT* 
aansfaredin advance m the Slate Ownership tqnd.actoimto: iul 25110WM42300008 in USD at the Romanian Bank lor Fomra Trade 
Iw^Raman^ ^ ‘h*”* 01 *’ orno- ^ in 31 *1* Romanian Bank for Doeloptnem-Bucharesi Branch (BKD-SMB) 

The mini mom accepted environmental objectives for ASAM SLA- Iasi are included in the PRESENTATION FILE. 


THE PRESENTATION FILE will be released ta presentation of: 

□ scom of (he payment order for the presentation file; 

□ luetniiv card tor passport for foreign citizens]; 

□ cetiucaie from the bidding company. 

rmuiredto prw^ot evidence of putting at the Sellrr’s tfisposal a guaranies 

as» faMgtoc Rnauuan citizens or legal entities may pay cash to 

w account no. 251^10980900313 m Rl)L at the Romanian Bank for .Development - Bucharest 


thebank when* they boW their account to release an unctMdrW^bank gtnraiiee valid lor 180 days. 
Only bidden; that prove they acquire the PreMmution Fife ton submit their PURCHASING OFFER. 



(from deadline fresubtnis&iooi. The opening of the envelopes n-d] be done in 


r his. local time 

same day at 14"hrs.at S-OJCs headquarters. 



- - 


S’*! isSKw t, sr.tr r.US'r 




6 


FINANCIAL TIMES WEDNESDAY AUGUST 12 1998 


BRITAIN 


NORTHERN IRELAND HOUSE SPEAKER SAYS HE IS OPTIMISTIC ABOUT IMPLEMENTATION OF PEACE AGREEMENT 


Gingrich calls for end to ‘ 



By John Murray Brown 
hi Dublin 

Newt Gingrich, speaker of 
the US House of Representa- 
tives, yesterday urged North- 
ern Ireland politicians to 
abandon their "posturing 
and appealing to the extreme 
elements” and to implement 
the peace agreement reached 
in April 

He was speaking in Bel- 
fast, the capital of Northern 
Ireland, on the first day of a 
three-day visit to the region 
with seven members of Con- 
gress. He has already visited 


the Republic erf Ireland. 

In an apparent reference 
to demands by pro-British 
unionists for “decommission- 
ing” of Irish Republican 
Army weapons, he said: 
“Our message Is very clear, 
and the agreement is clear. 
The agreement stands and it 
needs to be implemented.” 
The agreement says only 
that parties should “use 
their influence" to achieve 

decommissioning within a 
two year time frame. 

It would take “a lot of 
arguing, a lot of talking and 
a lot of pasturing", Mr Ging- 


rich said. “That’s the nature 
of a free society, hut 1 do 
think that steps have been 
taken to move in the right 
direction and I think I'm 
very cautiously optimistic." 

While the timing of the 
trip meant many of the lead- 
ing local poltiicians, includ- 
ing Gerry Adams the Sinn 
Fein president, are away on 
holiday, Mr Gingrich's visit 
is further evidence of the 
support among US politi- 
cians for the April accord 
setting up a power sharing 
assembly and accountable 
institutions linking North- 


ern Ireland with the Irish 
republic. 

Yesterday he met Mitcbel 
McLaughlin, chairman of 
Sinn Fein, the political wing 
of the IRA, and Billy Hutch- 
inson, of the “loyalist" Pro- 
gressive Unionists, the politi- 
cal wing of the -banned 
Ulster Volunteer Force. 

The Speaker is due to hold 
talks with Dermot Nesbit 
from the Ulster Unionists 
and separately with Nigel ‘ 
Dodds, of the hardline Demo- 
cratic Unionists, today. 

Unionist politicians — and 
opposition leaders in the 


Republic - have this week 
stepped up calls on Sinn 
F4in to declare the IRA's- 
war over. But Mr McLaugh- 
lin said he Mi used yester- 
day’s meeting to “Impress 
upon the American delega- 
tion that while we have an . 
agreement in place we have 
not yet created a political 
settlement". 

Mr Gingrich was anxious 
to avoid controversy . and 
sidestepped questions about 
whether his trip was con- 
nected with his mooted bid 
to stand as a presidential 
candidate. 


Electoral reform 
agenda may avoid 
radical prescription 

The prime minister’s office is assenting to 
a diluted form of proportional 
representation. Liam Halligan reports 

I 1 * 

■ PS 


is perhaps no surprise 
I that the governing Labour 
I party's policy document on 
proportional representation 
was leaked in the quiet 
month of August when most 
MPs are away from London. 

The decision of the party’s 
ruling National Executive 
Committee to reject voting 
systems “geared towards 
pure proportionality” might 
appear vague. But it repre- 
sents a significant move in 
the behind-the-scenes negoti- 
ations on electoral reform 
for the British parliament. 

It emerged over the week- 
end that the NEC's submis- 
sion to the commission, 
headed by Lord Jenkins, 
rejects many of the criti- 
cisms of the status quo. Lord 
Jenkins, better known as 
Roy Jenkins, is a former 
Labour cabinet minis ter and 
past president of the Euro- 
pean Commission. He is now 
a senior figure in the pro- 
European Liberal Democrat 
party. 

His commission is expec- 
ted by late October to pro- 
pose an alternative to the 
existing first-past-the-post 
system for elections, Ln 
which seats in the House of 
Commons are won by the 
candidates with the biggest 
number of votes - even if 
they Dili to win a majority of 
votes cast 

The NEC document, com- 
pleted two weeks ago, 
reminds those campaigning 
for change that much of the 
Labour party opposes it. 
Tony Blair, the prime minis- 
ter, could face a difficult 
choice when Lord Jenkins, a 


mentor of Mr Blair, delivers 
his verdict. The government 
has pledged to hold a refer- 
endum pitching first-past- 
the-post against an alterna- 
tive but it is not bound by 
Lord Jenkins' recommenda- 
tion. 

The NEC has no power 
over Mr Blair. But its report, 
cleared by the primp adjus- 
ter's office, puts pressure on 
Lord Jenkins to avoid radi- 
cal variants or PR such as 
the single transferable vote, 
under which MPs are chosen 
in multi-member constituen- 
cies. This is one reason why 
it was slipped out during the 
summer. 

The anti-change tone is 
embarrassing because it 
highlights the cabinet split 
on PR. Some senior figures, 
such as Robin Cook, the for- 
eign secretary, feel the exist- 
ing system is undemocratic 



Jack Straw, home secretary (teftj, apposes change In the elector a l system while Robin Cook, foreign 
secretary (centre), favours ft. Lord Jenkins (right) b soon to offer advice to the government 


Democrats who are nervous 
about tbeir party's contin- 
ued convergence with 
Labour - personified by the 
close relationship between 
Mr Blair and Paddy Ash- 
down. Liberal Democrat 
leader. 

Mr Blair is keen to keep 
the Liberal Democrats, tbe 
second-largest opposition 


Tony Blair is keen to keep the 
pro-European Liberal Democrats 
engaged in ‘constructive* opposition 


and incompatible with a 
modern constitution. Others, 
such as John Prescott the 
deputy prime minister, are 
vehemenlly opposed to 
change, arguing against any- 
thing which breaks the tradi- 
tional relationship between 
MPs and single-member con- 
stituencies. 

But the main reason the 
NEC report could cause 
shock waves is that it will 
anger the many Liberal 


party after the Conserva- 
tives. engaged in “construc- 
tive” opposition. He has held 
out the promise of PR - the 
ultimate prize for a third 
party that suffers dispropor- 
tionately under first-past- 
the-post. 

Liberal Democrat officials 
insist they are “relaxed” 
about the NEC report but 
party activists are worried 
that Labour will eventually 
propose a referendum on the 


alternative vote system, 
where voters rank candi- 
dates in existing constituen- 
cies and preferences are real- 
located until a majority 
winner emerges. 

Most constitutional 
reformers say AV amounts 
only to a watered-down ver- 
sion of PR. They insist it 
produces outcomes in which 
the link between votes 
gained and seats won is even 
more tenuous than under 
first-past-the-post. 

But AV may be enough to 
fulfil. Labour's needs - to 
keep to its electoral reform 
pledge and to change the 
voting system enough- to 
undermine the Conservative 
party, which was in power 
for 18 years until ousted by 
Labour last year. 

By arguing against “purer 
forms of PR” the NEC has 
signalled - with Downing 
Street’s tacit consent - that 
radical reform is off the 
agenda. 

Optimistic Liberal Demo- 
crats argue that Labour's 
commitment to electoral 
reform was demonstrated by 


legislation this year enabling 
Britain, to hold tbe 1999 elec- 
tions to the European Parlia- 
ment under PR. 

But cynics say Jack Straw, 
the home secretary and per- 
haps tiie government's most 
staunch opponent to change, 
insisted on a “closed list” PR 
variant - in -which voters 
are limited to choosing par- 
ties rather than candidates - 
precisely to undermine PR in 
tbe eyes of the electorate. 

Woe Mr Blair to opt for 
AV, he would have to square 
his choice with Lord Jen- 
kins, who has indicated pri- 
vately he is likely to recom- 
mend something more 
radical. 

But this could be solved by 
the rapid introduction of AV 
as a first step, possibly 
before the next House of 
Commons elections in 
2001-02, given that the 
reform requires no conten- 
tious changes in constitu- 
ency boundaries. Promises of 
fixture reform may keep the 
Liberal Democrats, including 
Lord Jenkins, on board dur- 
ing a second Labour term. 


THE ECONOMY CONFEDERATION OF BRITISH INDUSTRY REPEATS CALL FOR INTEREST RATE CUTS 


Employers say they are in ‘recession zone 9 


By Richard Adams, 

Economics Staff 

The slowdown in manufac- 
turing has spread across the 
UK to a degree last seen ln 
the recession of the early 
1990s. the Confederation of 
British Industry, the biggest 
employers' lobby, said yes- 
terday. 

But CBI analysts con- 
trasted the likely effects of 
the current slowdown on the 
economy as a whole with tbe 
depth or the recession in 
1991-92. 

“We are in the recession 
zone, but are likely to have a 


couple of quarters of little or 
no growth, rather than five 
or six quarters of decline as 
in the early 1990s," said 
Sudhir Junankar. the CBI's 
associate-director of eco- 
nomic analysis. 

Mr Junankar repeated the 
CBTs call for the Bank of 
England, the UK central 
bank, to cut interest rates, 
saving the monetary policy 
committee needed to be 
“ahead of the curve" in cut- 
ting rates as well as raising 
them. 

The CBI's figures were a 
regional breakdown of Its 
earlier industrial trends sur- 


vey, published last week. 
The detailed figures show 
that manufacturing orders 
are in decline in each region. 

Employers in the 
south-west of England have 
suffered tbe biggest foil in 
orders in the last four 
months. A negative balance 
of 47 per cent - the differ- 
ence between those with fall- 
ing orders compared to those 
with higher orders - was 
recorded in the region. The 
UK average was a negative 
balance of 17 per cent 

Orders in the north-west, 
Wales, Scotland, northern 
England and the West Mid- 


lands were also very 
strongly negative. As a 
result, optimism for the next 
four months is particularly 
weak in those regions. 

The number of workers 
employed In manufacturing 
fell in every region of Britain 
except eastern England. 

In the prosperous south- 
east, total orders have fallen 
for the first time in five 
years, “suggesting that fall- 
ing demand is now spread- 
ing into domestic markets”, 
the CBI said. 

Neil Blake, research direc- 
tor of Business Strategies - 
which conducted the survey 


with the CBI - said many 
manufacturers were suffer- 
ing from weak domestic as 
well as export orders. 

The data also showed that 
the economic turmoil 
in Asia was beginning to 
make a serious impact on 
exporters in some regions. A 
grouting number of manufac- 
turers in the south-west, the 
south-east and the 
north-west all noted “politi- 
cal and economic conditions 
abroad” as likely to limit 
export orders. 

See BOG Job Losses fa 
Companies & Markets 


It wag' unclear yesterday 
whether tiie Rev Ian Paisley, 
leader 6£ the Democratic 
Unionists, .would be in 
Northern Ireland for today's 
meeting. Mr Paisley has boy- 
cotted ; other .visits by US 
political figures, all of whom 
he believes are promoting a 
pro- Sinn Ffiin ag enda: * * 

*: Northern Ireland police 
confirmed yesterday that an 
explosion last .week near the 
bordex with the republic had 
been caused by a bomb. 
Security - sources believe 
republican dissidents may 
have been testing the device. 


Airline 

slots 

dispute 

divides 

ministers 


By George Parker, 

nnllfl. • ■ 

rouocat uorrespoooem 


John Prescott, deputy prime 
minister and chief transport 
minister, yesterday inter- 
vened unexpectedly in the 
dispute -over the toons of the 
British Airways- American 
Airlines aTtiartff**. 

Mr Prescott put himself on 
a potential collision course 
with Peter Mandelson, chief 
trade minister, when he said 
the two airlines should not 
profit from the disposal of 
2B7 weekly landing slots at 
Heathrow and Gatwick air-, 
ports, valued at around 
£500m ($825m). . 

Mr Prescott agreed with 
Karel Van Miert, EU compe- 
tition commissioner, that the 

nrrHpoc gVimilH surrender the 

slots to rivals without 
charge. "I have always been 
clear in my niinii that -tbe 
slots don’t belong to BA - 
they belong to the commu- 
nity,” he said an BBC Radio. 

Mr Prescott’s intervention 
was seen as a deliberate 
attempt to force the hand of 
Mr Mandelson, who has the 
final say on the alliance and 
will make Ms decision on 
September 4. Officials admit- 
ted it might have been better 
for the deputy prime minis- 
ter to have made his views 
known privately as part of 
the consultation process. 

One of the chief trade min- 
ister's allies said: “Mr 
Mandelson has a quasi- 
judicial role in this issue, so 
the views of colleagues are 
not an issue.” 

Mr Mandelson last week 
published a report into the 
alliance by the Office of Fair 
Trading, the UK’s competi- 
tion watchdog, which con- 
cluded tbe airlines should be 
allowed to sell the slots. 

Some trade department 
officials said some airlines 
buy and sell them already, 
suggesting that Mr Mandel- 
son was inclined to accept 
the OFT view. The depart- 
ment stressed that no deci- 
sion had been taken. 

Mr.Prescott yesterday said 
he had a right to speak an 
the issue as the minister 
with responsibility for the 
aviation industry. But his 
intervention, less than 24 
hours after the Mr Mandel- 
son left for his summer holi- 
day, was reminiscent, of the 
simmering feud between the 
two last summer. They were, 
both left to “mind the shop”' 
last year while Mr Blair was 
in Tuscany, but they both 
ended up squabbling over 
who was really in charge. 


See Editorial Comment 


NEWS DIGEST 


UrnVE^REWAROS 


Concern over 18% pay 
flsfes? m privatised utilities 

Steptwii Byers, the chief j secretary to the Treasury, 
yesterday said executive' pay in .the pwatised utilrtwsj]® 0 
jumped by. 18 per cent oyer the fast year. He based rte 
comments on a survey in Utility Week magazine. “People 
must recognise that toefe^s excessive pay increase couta 
be tonrorrow’s Merest rate rise or mortgage increase, . Mr. 
Byers -saki. “That Is vyhy the ijovemmoit warned that it 
would consider taking action to.lncreSse shareholdw con- 
trol over dkectors* pay unless there is a more positive 
approach.by aH companies.’' 

The survey in the magazine showed a 15 per cent rise 
across the utility sector. vThe figures also show some 
vtdual chief executives receiving pay increases of over 40 
per cent;’ the Treasury aaicL “Where performance has not 
been outstanding, it -should not be rewarded” Mr Byers 
added. David Wlghton, London 

CHANNEL FREIGHT LINK 


Railtrack raises bid for aid 

RaHtrack, the privatised owner of most of the nation's rail 
infrastructure, is increasing its bid for government subsi- 
dies to help buUd a' rail freight jink between Scotland and 

■ the Channel tunnel between England and France. The- 
oompany believes it win need more than the £150m 
($247 .5rn) mooted to complete the project But it Is confi- 
dent that John Prescott deputy prime minister and chief 
transport minister, wfll find the money to help achieve his 
goal of shifting freight from road to rail. Government audi- 

■ tors completed a three-month scrutiny of the project last 
week and wfll be discussing their findings with Mr Prescott 
over the coming weeks: Railtrack wants to start work on - 
the frfc soon so it coincides with the upgrade of the west 
coast main line from London to the Scottish city of Glas- 
gow. George Parker, London 


TRAIN TRAVEL 


Vandalism 'endangering life 9 

Increasing vandalism oh the railways means it Is only a 
matter of time before It causes a fatal accident, according 
to Frank Davies, chairman of the Health and Safety Com- 
mission. Mr Davies, commenting yesterday on railway 
safety statistics for the year to April, shid they showed a 
"very worrying” increase in. vandalism. "Last year we were 
appalled to find 51 per cent of all train accidents had been 
caused by vandals.” he said. “This year 1 am horrified to 
see thaf the proportion has increased to 61 per cent This 
has led. to a rise in the number of train accidents- from 
1 ,75$ to 1 ,884.” Andrew Bolger, London 


ENVIRONMENTALJMPACT ASSESSMENTS 

‘Wake-up call 1 to companies 

Michael Meacher, the environment minister, has written to 
the chairmen of 120 of the UK’s biggest companies 
exhorting them to reddee their impact on the environment. 
The letters aria designed as a "wake-up calT for compa- 
nies, particularly in the service sector, that tend to under- 
estimate their Impact on the environment None of the 
companies, all among the UK's biggest- 350, comments on 
their environmental performance. Mr Meacher invites them 
to “engage seriously” with environmental issues. They 
should discuss their environmental strategy at their next 
board meeting, declare a policy and publicly report on its 
progress. The assumption of service companies that their 
business has little impact on the environment is incorrect, 
he says. AU businesses generate waste and consume fuel. 
Vanessa Houider, London 


FOOD SAFETY 


Inquiry ordered into milk 


SOU NEED TO UXE 
jOFPSBU fOOf>- 

fSMeB*WH(CfliWiiYHaP] 


Nick Brown, the agriculture 
minister, has ordered an 
inquiry into the safety of 
milk, amid fears that some 
dangerous organisms may 
be able to survive pasteuris- 
ation. Provisional results 
from a small number of tests 
have shown that an organ- 
ism linked to Crohn's dis- 
ease, an infection of the 
intestine In humans, can sur- 
vive the heat treatment of 
milk. Research had 
suggested the organism was 
killed by pasteurisation. 
Despite the findings, the 
government's health depart- 
merit said there was no need 
to change dietary habits. The 
organism, mycobacterium paratuberculosis, Is the cause of 
Johne's- disease, a disorder in cattle, and one of several 
factors suggested as a causa of Crohn's disease. Jeff 
Rooker, the food safety minister, said pasteurised milk was 
safe, but said the government was making "doubly sure" 
with a survey Into the possible link between bacteria In 
milk and Crohn's disease. George Parker, London 



PROFESSIONS LAW FIRMS, HEADHUNTERS AND ARCHITECTS SEEK TO BUILD BRANDS SO_D/ST/NCTfVE THAT HARD-PRESSED CQMPAN]ESJV(LL_PAY DCTRAFOR THEIR SERVICES 

Accountants consider selling themselves like cans of beans 


By An Kelly hi London 


Can professional services 
really be sold like baked 
beans? Ernst & Young, one 
of the UK's Big Five accoun- 
tancy firms. Intends to spend 
Si 00m next year building a 
global brand with the help or 
an advertising agency whose 
clients include Coca-Cola. 
Mars and General Motors. 

The statutory audit is 
already seen as a commodity 
by many of the companies 
forced to buy it. The aim of 
professional firms is to build 
a brand so distinctive that 
bard-pressed companies will 
pay extra for it. 

“In the past the big 
accountancy firms were 
made bp of federations 
which shared a letterhead 
and a culture. Now they 
want to be like Marks and 
Spencer." says Robert Jones, 
a professional firms brand- 
ing expert with Wolff Olins. 
in London. 

Ernst & Young - and 


DMB & B, its advertising 
agency - is not alone in 
thinking it can build a global 
brand. Andersen Consulting, 
the management and IT con- 
sultancy, announced this 
year that It was spending 
SlOOra on brand building - 
Including its own signature 
tune. Deloiue Touch Tah- 
raatsu has launched a nega- 
tive campaign against Its 
rivals. Prieewaterhouse 
Coopers, the new giant firm, 
is considering a big advertis- 
ing blitz. Formation of the 
new firm has reduced the 
Big Six to a Big Five. 

Other professional firms 
are also showing interest: 
law firms, investment banks, 
consulting engineers, archi- 
tects and headhunters. But 
at the moment it seems only 
the accountants are pre- 
pared to make the necessary 
investment, prompted by 
consolidation in the sector 
and globalising clients. 

"More than 70 per cent of 
the Fortune 500 companies 


we talked to in a recent sur- 
vey said branding is increas- 
ingly important in helping 
them to choose where to get 
a service," said Mr Jones. 
“They want to be able to ten 
who is good at what. They 
Increasingly realise that 
nobody is good at every- 
thing.” 

The problem for the Dims 


is that they do not sell baked 
beans but a diverse set of 
sophisticated services. David 
Maister. the guru of the pro- 
fessional sector, believes 
there is an inherent barrier 
to creating a brand premium 
in a professional firms. 

He argues that people pay 
a premium for Campbell's 
soup because it delivers 


Top legal advisers in UK pubfic takeovers, Jan-Jun 1998 - 


Firm No of deals 

value fin 

Linklaters 

15 

15,850 

Slaughter and May 

26 

15,737 

FreshfieWs 

18 

14,897 

Clifford Chance 

18 

9£83 

Norton Rose 

16 

8£22 

Skadden Arps Slate Meagher 8 fioin 

4 

6,454 

Herbert Smith 

14 

5J03 

Loveft White Durrani 

9 

5,339 

Men&Overy 

5 

3,290 

Stephenson Harwood 

3 

1,098 


RMfced tn mug gf mngdkK KM or caaotets d ml fated otters far UK note 
aanpnte5 Sara: AcquBatm MUty 


what It promises more than 
99 times out of 100. IT that 
reliability drops to 70 per 
cent the brand value simply 
evaporates. “It's 99 per cent 
or its nothing. Tbe firms 
have a long way to go to get 
brand premium because they 
do not have the internal con- 
trols to deliver every time.” 
Instilling global partner- 


ships with the kind of disci- 
plines that underpin a brand 
is the challenge facing the 
managers of the Big Five. 
The old boast that they pro- 
vide a “seamless global ser- 
vice” Is viewed with suspi- 
cion by many clients who 
want solid evidence and not 
platitudes. 

Three obstacles He in the 


way. National partnerships 
value their ethos, which pro- 
motes individuality over 
“corporate" discipline. The 
constraints of regulation and 
culture mean it is difficult to 
get national partnerships to 
work smoothly under one set 
of values. And finally the 
diversity of the “one-stop 
shop” model - offering bus I- 


US law finn joins City of London's takeover top 10 


Skadden Arps Slats 
Meagher & Horn is the only 
US law firm tn the league 
table of legal advisers on UK 
public takeovers In the first 
six months of 1998. despite 
the influence of the US 
investment banks- in recent 
UK takeovers, Robert Rice 
writes. 

Three. leading City law' 
firms continue to dominate 
the league, produced by the 
trade magazine Acquisitions 
Monthly. Linklaters, 

Slaughter and May, and 


FreshfieTds have dominated 
the legal advice on UK 
public takeovers for five 
years. Slaughter and May is 
the most consistent 
performer, hairing topped 
the league tables In 1893, 
1994 and- 1 997. Unklatere 
emerged as the leading legal 
adviser hi the first half of 
1998, having advised on 15 
deals with a combined value 
of £l5J3bn f$262bn). The 
firm was Involved in the two 
biggest deals of the first six 
months, a c ting for 


Commercial Union in its 
£6.8bn merger .with General 
Accident and for PacifiCorp 
on its failed E4Bbn bid for 
Energy Group, the UK's 
biggest electricity supplier. 
Despite the transatlantic 
nature of the EG bid - 
PadfiCorp’s rival was Texas 
Utilities, which won - 
Skadderv'was the only US 
flrra.m the top 10. It was 
also involved in Cendanfs 
£801m acquisition, of 
National Pariwigand was 
placed sixth in the league. 


under one roof - makes sp 
clflc branding impossible. 

“The ones who succeed a 
the ones who will take 
risk,” says Mr Jones. “TFu 
need to get across a complt 
and sophisticated messag 
You just can’t have a slog? 
and nothing else.” 

-In the long run. Mr Jon 
believes, big profession 
' firms can be galvanised : 
promote a single bran 
“You can take 100,000 peop 
and put them in a stadlu, 
and get them to feel like cn 
Crowd - it is possible." 

Mr Jones points out thj 
the drift towards more “co 
porate” management stru 
tures may help in brar 
buildLog. He notes that firn 
that have strong culturi 
often have a high ratio i 
staff per partner, allowir 
the imposition of beha 
1 aural patterns downward 
Both Arthur Andersen at 
Andersen Consulting ai 
good examples. 
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THEATRE IN ONTARIO 


WEDNESDAY AUGUST 12 1 998 : 


THE ARTS 


Classic acting in 
modern drama 

The Stratford and Shaw festivals provide a kind of 
Canadian super-rep company, writes David Miffray 


^-iT PtU ?31 Stratford and Shaw strong vaudeville dement - boats erf 
“™ t . ha K^y in Ontario, revue-routine, sound effectslike silent 
y__ a seaaa or two film accompaniments: the play stHl 

r . n ,r[ or nve) at the one, before pro- exercises all its disconsolate fiasdna- ' 
west to Stratford or east to- tfcia, with good jokes. 

oftea bacK 1 ***”&* Ouhnette played the first 
agam. I he faithfal who visit both festi- act too t"™*» on one note of sullen 
vais are thus watching a kind of super- . rancour, but he sprang to Bfc la the 
rep company, with the attendant plea- second. The Pozzo and Lodsy (James 
s ^e of seeing familiar spirits con- Blendick and Tim MacDonald) were 
Stanuy inhabiting new personae. rather fcw» not quite the ahmifty 

i Shaw festival cartoons *fa»» they ought to be. Waiting 

feels different from Stratford's: more for Godot was yrtti a wrenching expert- 
focused, more of a piece. If the differ- the mare so, poribaps. of 

en 0Z isr l^ “ actors, n eit her is it a Bedford’s occasional Oat reductions 
F* a rc er of repertoires: though Niagara’s into Mwwtr comedy, which suggested an 
is confined to plays produced (any- infinitely bleak vend tefrmH the 
where) during GJ3. Shaw's lifetime. Of the other “modem classics", Wfl- 
™ ose r are easily as virions as what . Item Gibson’s The iBracte Worker is a 
Stratford efigs up. rawly crafted piece, though it had us 

One clue is that Christopher Newton all dabbing our eyas when young Helen 
has been ru nn i n g the Shaw brilliantly Keller discovers her first word. She 
for 19 of its 37 years, whereas Richard went an to discover a lot of other 
Monette has guided the older festival words wi th hwp!«m«fb )g alacrity; proba- 
for a mere five. Each directs cady a Irfy we were expected to keep crying, 
conple of plays, bat Monette lets his tratwe didn’t. As Helen, blind and deaf, 
other directors chance their arms yn rmg Irish ij i yfot r om was nicely con- 
r ather freely, where I suspect that volsfre^ and Cynthia Dale tg*ariti«»d as 
Newton keeps a sharper senior eye on her plucky young irt«h teacher, 
what his hired hands are doing Robert Bolt’s A Man for All Seasons, 

More pertinently, the Shaw festival abont Sir Thomas More’s trials under 
wants actors who can play Shaw, who Henry Vm, iwinnp i to a superior cate- 
can be persuasively articulate. That gor y of drama- not quite Shakespeare, 
would be an asset in Shakespeare, too but alert to a human 

- bpt at Stratford, Shakespeare keeps - embattled honesty, fearing to sur- 
only one foot on centre-stage, and good vive, ultimate resignation. Douglas 
verse-speaking is not what their popu- Rwtn inftwR Mare with sweet, huni- 
lar "modern classics” require. The nous decency , downplaying More’s 
older generation of nanadfen and Brit- (and golfs) pedantic redish far the legal 
ish actors do it in style; some erf the casuistry that might have saved his 
younger ones are in dire need of the kv™ 

“Classical Theatre” schooling that The team of s upp o rtin g actors was 
Stratford is about to Inaugurate. sound. Cagtfng the Duke of Norfolk, 

Stratford’s modem plays this year however, as a black actor with Carib- 
range from excellent to competent to been, int o n a tion s (Roy Lewis, stoutly 
rather dim. Waiting for Godot, revived effective) was a PC excess. When Strat- 
in Brian Bedford’s 1996 staging on ford is otherwise so sedulous about 
Ming Cho Lee’s stark set, lets Tom appearances, inofading costume Ratafia 
McCamus and Stephen Onhnette sport and period hairstyles, wbat is the point 
their third double-act of the season, as of introducing somebody who is vlsf- 
Beckett’s Did! and Goga There is a bly, jarringly wrong in file context? 


focused, more of a piece. If the differ- 
ence isn’t in the actors, nrithar is it a 
matter of repertoires: though Niagara’s 
is confined to plays produced (any- 
where) during GJ3. Shaw's lifetime, 
those are easily as various as what 
Stratford efigs up. 

One clue is that Christopher Newton 
has been running the Shaw brilliantly 
far 19 of its 37 years, whereas Richard 
Monette has guided the older festival 
for a mere five. Each directs cady a 
couple of plays, bat Monette lets his 
other directors chance their arms 
rather freely, where I suspect that 
Newton keeps a sharper senior eye cm 
what his hired ban/k are doing. 

More pertinently, the Shaw festival 
wants actors who can play Shaw, who 
can be persuasively articulate. That 
would be an asset in Shakespeare, too 
- bpt at Stratford, Shakespeare keeps 
only one foot on centre-stage, ami good 
verse-speaking is not what their popu- 
lar "modem classics” require. The 
older generation of nanatHan and Brit- 
ish actors do it in style; some erf the 
younger ones are in dire need of the 
“Classical Theatre” schooling that 
Stratford is about to inaugurate. 

Stratford’s modem plays this year 
range from excellent to competent to 
rather dim. Waiting for Godot, revived 
in Brian Bedford's 1996 staging on 
Ming Cho Lee's stark set, lets Tom 
McCamus and Stephen Onhnette sport 
their third double-act of the season, as 
Beckett’s Did! and Goga There is a 



A Strang vaudovAe element: Stephan Oubliette and Tom McCamus in 'Wetting for Godot* 


At the Tom Patterson Theatre, Chek- 
hov's The Cherry Orchard bad its 
moments, but none of thpm 
Diana Leblanc’s production was slow, 
soggy and shapeless, and used a flip 
American translation by John MurrelL 
Any mention of a serf or a peasant 
came out as "a country boy” -.not the 
cmw thing at aH 

Canadian .classlessness is awkward 
in Chekhov: The status of Yasha and 
Dtmyasha, the uppity servants, 
remained obscure; at the interval many 
of the audience were wondereing who 
all those people were. Several actors 
Mpgmed to belong tn different plays. 
With a prim, actressy Ranyevskaya, a 


dully charmless brother Gaev and a 
surly Varya, the great moments in Acts 
Z and 4 went for very little. In the 
crucial role of Lopakhin, James BJen- 
dick's usual affable, laid-back perfor- 
mance was just inadequate. 

The Night of the Iguana, Tennessee 
Williams’ last Broadway success, 
deserved a revival, and in this same 
theatre Antoni Cimolino did it proud. 
Beautifully set and lit by Guido Ton- 
dino and Steven Hawkins, it was 
astutely sympathetic, more concerned 
with the real matter of the play (essen- 
tially autobiographical) than with its 
sleazy-glamorous surface. 

Geordie Johnson played “Reverend” 


Pussy-footing passion 
puts out fire of love 


Andrew Clark is 

disappointed by the debut 
of two hot properties in 
Seattle’s Tristan' ' " ' 

Wagnerites in search of an alternative 
to the sclerotic Bayreuth festival have 
been heading west this summer. Their 
destination is Seattle, a city with a 
burgeoning Wagner tradition. Ovtir the 
past quarter of a century, the Seattle 
Opera has developed a strong reputa- 
tion for performing The Ring. But 
before the company contemplates a 
new Ring, the first two instalments of 
which are due in 2000, it has pulled off 
' a coup: the debuts of Jane Eaglen. and 
Ben Heppnerin Tristan und Isolde. 

In a world short of beautiful Wagner 
voices, Eaglen and Heppner have 
become hot property. A ficiona dos have 
charted their individual successes with 
.mounting enthusiasm and toe chance 
to hear them together in the u ltim a t e 
hymn to romantic love se em ed heaven- 
sent By securing Eaglen and Heppner, 
Speight Jenkins, Seattle Opera’s gen- 
eral director, stole a march an other 
major companies. Most of this month’s 
10 performances to the 3.000-seat Seat- 
tle Center Opera House are sold out 

Ju d gin g by first-night reactions, you 
would iMrite Ea g l en and Heppner were 
the long-awaited successors to Flagstad 
and Melchior, Nilsson and Wickers, to a 
country with a compelling need, for 
stars, few seemed wUUng to ask the 


obvious question: however impres- 
sively the new couple might sing Tris- 
tan and. Isolde, could they act the 
parts? Unlike tosh* illustrious predeces- 
sors, TSaglen a tad Heppner gave not so 
lrmrh as a hint of psychological identi- 
fication with their roles, nor a trace of 
emotional abandon - which any true 
interpreter must convey. These may be 
early days far bath singers, bat toe 
signs are not encouraging. - 

What is required is not scime radical 
transformation of acting style: with 
cmgPTQ of such ample girth, that is 
probably asking too much. No, the only 
prerequisites are a sense that, to the 
Act l Narration and Curse, the inter- 
preter of Isolde is using words and 
vocal Bne to suggest the battle taking 
‘place to her heath feat the Act 2 love- 
idyll represents a. union transcending 
worldly pleasure; in Act 3, that Tristan 
has readied the limit of what Is bear- 
able in life. ... ... 

Eaglen and Heppner did not seem 
remotely concerned with these issues; 
theirs was toe kind of pussy-footing 
passion that flourishes in a recording 
stadia Both were supremely audible 
and, thanks to Annin Jordan’s 
light-footed conducting, never under 
strain. Bat while we luxuriated in toe 
bel canto sweetness of the music, we 
remained -at one remove from toe 
drama. - 

As a feat of vocalism, Sag fen 's per 
farmance is worth studying. She may 
have tome of Flagstad’s matronly tone. 



.In stand-and-<Mver mode: Ban Jteppnar and Jam Eaglen as Tristan and isoMe Gary sr*h 


iifty of NOsson's steel, but she has 
qualities of her own: a pure and crys- 
talline timbre, a majestic top. a refusal 
to linger at climaxes. Everything is 
sung legato. She may look hefty, but 
she does rust stop hefty. There was a 
confidential intimacy to toe Narration, 
a clarion control in the anticipatory 
heat of Act 2, an unflinching evenness 
to the Uebestod. She sounded so fresh 
at the end, she could probably have 
done a repeat performance there and 
then. 

Unlike Eaglen, who did little , but 
stand up and sit down, Heppner at 
least proved nimble on his feet, and 
made an attempt, albeit modest, to lend 
credibility to Tristan’s Act 3 ravings - 


without toe bloody bandages that usu- 
ally decorate this scene. He was 
equally the master of legato; to feet, 
his was an extremely Intelligent vocal- 
isation. with a lyrical timbre not unlike 
the young Siegfried Jerusalem. But he 
lacked toe burning heart. This Tristan 
sounded deferential, faceless, like toe 
ideal rivD servant 
No one is in danger of getting carried 
away to this Tristan, and toe ahsence 
of a nerve-centre in Francesca Zam hel- 
lo’s staging is largely to blame. Faced 
with two heavyweight singers, she evi- 
dently could not decide whether to por- 
tray toe action as naturalistic or tran- 
scendental, real or mythical. The result 
is cold, controlled, occasionally comi- 


Shannon. the ruined stud, with a nice 
blend of charisma and glum despair, 
complemented by Lally Ladcau's 
tough, slatternly hotel-keeper. But it is 
Hannah, the itinerant quick-sketch art- 
ist. ubo must bring everything into 
wise, temperate focus; and iu tbe long 
third act Seana McKenna did that 
superbly - gently, quietly, with precise 
intelligence. A radiant performance: 
like Rato’s Thomas More and Diane 
D'Aquila's Paulina in The Winter's 
Tale, worth going a long way to see. 

'A Man for All Seasons’ and ‘Miracle 
Worker* are in repertory until November, 
the otter plays dose in mitf-Septanibar. 


cal The protagonists stand and deliver, 
hand to hand, while the lire of love 
rears its head as a side-show. The 
drinking of the potion looks like a tea- 
break: “O sink hemieder’ is a cramped 
cuddle on a couch, and even when Tris- 
tan does kiss Isolde, be does so on toe 
hand or the forehead 

These are not the only curiosities. 
Brangaene. not Isolde, extinguishes the 
light to Act 2, contradicting the letter 
and spirit of the text. And at the final 
curtain the comatose Tristan puts his 
arm round Isolde; with a sign of life 
like that, she should be jumping for joy 
instead of committing herself to a 
"love-death”. I’m not suggesting every 
7YisraR should be an expressionist out- 
pouring: the music tells us all we need 
to hear. But unless tbe singers convey, 
however inwardly, that longing for 
“eternal oblivion”, the whole exercise 
is stiil-boro. 

Yet there is much to admire to the 
way Zambello’s regular designer, 
Alteon Chitty. has framed and focused 
the action within the sprawling width 
of toe Seattle proscenium. I liked toe 
rainbow-coloured postmodern sets 
more than the jumble of costume 
styles. And everything is superbly lit 
by Mimi Jordan Sherin. 

The supporting cast go some way to 
suggesting what this Tristan could 
have been. Peter Rose's Marke - youth- 
ful but dignified, and entirely free of 
mannerism - pours out his lines like a 
Lieder singer. Greer Grixnsley is the 
commanding Kurwenal. Michelle de i 
Young a promising Brangdne. With a , 
conductor as experienced as Jordan, it j 
is no surprise to encounter a perfor- I 
man cp as unerringly paced and tex- 
tured as this. But like the staging, it is 
the opposite of explosive. Hurt's why 
this Tristan is such a damp squib. 


MUSIC THE [PR0MS_ 

Protest falls 
on deaf ears 


Who said nobody cam about modem 
music? Somebody cared a lot about the 
late night Prom on Monday - so much 
that they decided to disrupt it with a 
demonstration. A few minutes Into the 
concert a portable alarm was let off to 
a second tier box and the stalls were 
showered with leaflets from above. 

The most entertaining aspect of all 
this was watching the expression of 
panic on the face of the BBC 
announcer, as she wondered what to 
tell the mystified audience who were 
listening to toe event at home on the 
radio. The performers carried an. their 
concentration apparently undisturbed. 
Simon Rattle and the Birmingham 
Contemporary Music Group are profes- 
sionals who have a good record of put- 
ting the music first, despite what the 
author of the leaflets might want us to 
believe. 

As soon as the performance of Knus- 
sen’s brief Coursing was over, there 
was an ungainly dash for the leaflets 
that bad fallen within reach. Sad to 
say. they were nothing bat poison pen 
letters, directed at Influential people 
to the classical new music bustness. It 
would seem that some Janndlced and 
wanted to get a piece of their own 
played at the BBC Proms and had it 
rejected, probably for a very good rea- 
son if the written English style was 
anything to go by. If you want to cre- 
ate a splash, at least try to get the 
grammar right. 

Having been so rudely interrupted 
the first time round, the performers 
gave us the Knussen again t“W« 
rehearsed a long time on this”, com- 
plained Rattle indignantly). Thomas 
Adts followed as conductor and piano 
soloist to his own Concerto Conaso, a 
BCMG commission from last year, 
which arguably tries to pack too much 
self-conscious novelty into Its concise 
concerto form. Simon Halt’s Lilith. 
first performed by the BCMG back In 
1990, was more persuasive and dis- 
played a sure touch at writing virtuoso 
music for a small group of expert 
musicians (splendid solo clarinet, in 
particular). 

The main new piece on the pro- 
gramme was Colin Matthews's 
. . . through the glass, written to 1994 
but here receiving its first London per- 
formance. As elsewhere to Matthews's 
music, the structure is sound, the 
intellect keen, the orchestral writing 
clear-headed, and to its latter stages 
the score begins to draw a cumulative 
strength of purpose from its materiaL 
The Mark-Anthony Turnage piece that 
followed, however, is something else. 
The music of Kni, composed to a mix- 
ture of sorrow and anger after the 
death of a young cellist, feels as 
though it simply bad to be written and 
the urgency of its inspiration made it 
easily tbe most powerful of the pieces 
performed here. As at Its premiere to 
1990, Ulrich ffeinen was toe eloquent 
cello soloist 

There had been a first UK perfor- 
mance at toe early evening concert as 
welL This was Sofia Gubaidultoa's 
And: the feasting at its height .... a 
cello concerto to all but name, lasting 
just under half an hour. David Gertn- 
gas and the BBC National Orc h estra of 
Wales conducted by Tadaakl Otaka 
were the able performers, but there 
was little they could do to rescue this 
work from its self-imposed sentence of 

Sterility. 

The opening ideas, tapping rhythms 

to toe percussion and glissandos to tbe 
strings, though none too promising, 
are batted back and forth between cel- 
list and orchestra for far too long. 
Only after a big dimax that sounded 
like a parody of toe flying scene from 
Strauss’s Don Quixote does the mate- 
rial gather itself into a sustained state- 
ment of some import, and by then it 
was too late. This was nothing like as 
impressive as Gubaidultoa's compan- 
ion Viola Concerto, which had a well- 
remembered success at the BBC Proms 
tost year. Nobody staged a protest 
about that, though. 


Richard Fairman 




INTERNATIONAL 

Arts 

Guide 

GLYNDEBOIJRNE 

OPERA 

Gtyndeboume Festival Opera. - 

Teh 44-1273-815 000 

• Capricdo: by R. Strauss. 

Revival conducted tv Andrew 
Davis and directed by John Cox. 
The Countess Is sung .by Fsfidty/ 
Lott With the London 
Philharmonic Orchestra; 

Aug 14, 1 7 ' ■ 

• Le Comte Ory: by Rossini. 
Revival conducted by Yves Abel 
and directed tv JdrOmeSavary. 

wfth the London Philharmonic 
Orchestra; AuS 12,15,18 ■ 

• Simon Boecanegnr by .Verdi. 

New production conducted by_ 
Mafc Oder in a staging by Peter 
Hail. With the London - -. 

philharmonic Orchestra. The tme- 
rote is sung by Berta ProWna: 

Aug 13, 16 

LONDON 

CONCERTS 

BBC Proms, Royal-Amort nafl - 

Td: 44-171-589 8212 ■ . 

• BBC Symphony Orchestra: 
conducted byAnAwDawn. 
works by Ravel and Mozart, and 


Payne's elaboration of the 
sketches for Boar’s TWrd 
Symphony; Aug 13 

• Choral Day: afternoon events 
inckxJe the New Co&ege Choir 
conducted by Edward 
Higginbottorn at 5.30, and the 
-Huddersfield Choral Society 
conducted by Martyn BrabbJns at 
.8.15; Aug 15 

• Carmrta Burana: by Orff. 

Terry Edwards conducts an - 
assembled choir of 1 ,000 voices 
as the finale erf the Choral Day; 

• Aug 15 

• CHy of Birmingham Symphony 
Orchas&a afKf Chorus: 
conducted by Simon Rattle In 
worte by Hitwistie and 

Beethoven. With soloists 
inctafing soprano Rosa Mamton, 
tenor Phfflp Langridge and bass 
Willard White; Aug 14. 

• Orchestra of the Age of 
En&ghtenment conducted by 

- Heinrich SchHf in works by 
Haydn, Gfuck and Beethoven. 
WBi baritone Thomas AMan; 

Aug 12 

Royal Festival Han 

Tek 44-171-060 4242 . . 

' Kodo Drummers: return visit by 
the iVstrong Japanese troupe; 
Aug 12, 13, 14, 15, 16 

EXHIBITIONS 
Barbican Art CaBery 

Tot 44-171-638 8891 
The Warhol Look/Glmnour Style 
Fashion: includes screen prints, 
fims. reconstructed window . 
tfispfaysi photographs, - . : 
■istratioFs aito clothing; to. 
Aug- 1 * ■ .... 

Royal Academy of Arts 


Tet 44-171-300 8000 
Summer Exhibition: held, every . 
year since the Academy's 
foundation In 1788, the world’s 
largest open exhibition displays 
work by estabfished painters smd 
sculptors alongside that of 
younger and less well known 
artists; to Aug 16 • • 

NEW YORK 

CONCERTS 

Avery Fisher Hafi, Lincoln 
Center 

Tat 1-212-875 5030 
www.Bncdncenter. 01 y 

• Canadian Brass: programme 
indudes works by Bach, Mozart 
and Bizet; Aug 13 

• Mostly Mozart Festival - 
Orchestra: conducted by Ivor 
Bolton In works by Mozart With 
violin soloist Christian Tetziaff 
and piano soloist Louis LorHe; 
Aug 12 

• Mostly Mozart Festival 
Orchestra: conducted by Caries 
Kalmar in works by Mozart, - ; 
Rossini and Schubert With piano 
soloist Alexei Utamov and 
clarinet soloist Richard 
Sto Ua na nj Aug 14, 15 

PARIS 

EXHIBITIONS 

Centre Georges Pompidou 

Tel: 33-1-4478 1275 
www.cnac-gpJr 
Max Ernst Sculptures, mateons 
et paysagos. Around 1 TO 
scriptures and paintings by the 
German-bom artist (1891-1976), 
who Bved and worked in Parts 
and the US. Associated with 
Dada and toe Surrealists, Ernst 


broke away from them to 
develop his own style; to Aug 17, 
then touring 

SALZBURG 

OPERA 

Salzburg Festival 
Tel: 43-662-844501 

• Aufetieg und Fall der Stsdt 
Mahagonny; by WeBt. Conducted 
by Dennis Russell Davies in a 
staging by Peter Zadek, with sets 
by Richard Peduzzi. Cast 
includes Dame Gwynneth Jones 
and WBbur Pauley. With the 
Vienna Radio Symphony 
Orchestra; Grosses 
Festspielhaiis; Aug 12, 17 

• Don Carlo: by Verdi. New 
staging by .Herbert Wernicke, 
with the Vienna Philharmonic and 
Opera conducted by Lorin 
MaazeL Cast includes Samuel 
Ramey; Grosses Festsplefliaus; 
Aug 13, 16, IB 

• Le Nozze de Figaro: by 
Mozart Conducted by Sir 
Charles Mackerras in a revival of 
Luc Bond/s staging, directed by 
Jodi Lauwers. With the Vienna 
Philharmonic and Opera. Cast 
Includes Dwayne Croft and 
Barbara FrfttoC; Kleines 
Festspielhaus; Aug 15, 17 

THEATRE 
Salzburg Festival 

■ Tefc 43-682-844501 

• Soon: by Hal Hartley, with 
- music by Hid Hartley and Jim 

Coleman, and sets and costume 
by Steve Rosenzweig. 
Co-pradurtfan with deSingei. 
Antwerp; Pernor lose!; Aug 12, 
13,14 

• Danton’s Death: by BQchner. 


New, co-production with the 
Berliner Ensemble, directed and 
designed by Robert WHson, with 
costumes by Frida Parmeggiant; 
Landestheater. Aug 12, 15, 

17. 18 

• Trofius and Cresskfe: by 
Shakespeare. New, 
co-production with Theater 
Basel, directed by Stefan 
Bachmann; Lehrbauhof; Aug 13, 

14. 15. 16. 18 

SANTA FE 

OPERA 

Santa Fe Opera 
Teh 1-505-9865900 
www.santoIeopera.tny 

• A Dream Play: American 
premiere of Ingvar Lidhobn’s 
opera based on Strindberg's 
play. The director is Cofin 
Graham; Aug 14 

• Beatrice and Benedict by 
Berlioz. New production directed 
by Tim Aibery and designed by 
Jennifer Tipton. Susan Graham 
wai sing toe role of Beatrice, with 
Elizabeth Futrai as Hero. The 
conductor is Edo do Waart; 

Aug 13 

• The Magic Flute: by Mozart 
New production by Jonathan 
Mitier, with sets by Roni Toren 
and costumes by Judy Levin. 
Cast includes Sheri Greenawald; 
Aug 15, 18 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 

Festival 

Tek 49-431-567 08D 


• Anne-Sopbie Mutter: recital of 
Beethoven violin sonatas; Kiel, 
SchJoss (Aug 14), Fiensburg, 
Deutsches Haus (Aug 15) and 
Lfibeck. Musik- und 
Kongresshalle (Aug 16) 

• PhSharmonie der Nationen: 
conducted by Justus Frantz In 
works by Brahms; Sytt, 
Wasteland, Halle 401 auf dam 
Flugptatz (Aug 12) and LQneburg, 
Marktplatz, Open Air (Aug 14) 

SEATTLE 

OPERA 
Seattle Opera 
Td: 1-206-389 7676 

wwwxeaWeopBra.org 

Tristan und Isolde: by Wagner. 
New production by Francesca 
Zambeflo. conducted by Armm 
Jordan. The title roles are sung 
by Jane Eaglen and Ben 
Heppner; Aug 13, 16 

TOKYO 

CONCERTS 
Suntory Hall 
Tek 81-3-3584 9999 

• Andreas Rothkopf: recital by 
the organist of works by Bsch; 
Aug 14 

• Yomiuri Nippon Symphony 
Orchestra; conducted by Yuzo 
Toyama in works by Schubert 
and Beethoven; Aug 17 

EXHIBITION 

Metropolitan Art Museum 
Teh 813-3823 6927 
The Carmen Thyssen-Bomemisza 
Collection: touring show of 94 
paintings. Highlights Inc fide 19th 
century Spanish works aid 
works by American painters. Also 


on display are recently acquired 
works by Delaunay and Braque; 
to Oct 4 


VERONA 

DANCE 

Teatro Romano 
Td: 39-045-800 5151 
www.arenaJf 

Romeo and Juliet by Prokofiev. 
Robert North's choreography, 
created In 1990, is presented 
here for the first time in a 
production designed by Andrew 
Storer. Romeo and Juliet are 
danced by Benito Marcefino and 
Mia Johansson; Aug 16, 18 

OPERA 

Arena di Verona 
Td: 39-045-800 5151 
wwwnrenaJt 

• Tosca: by Puccini. New 
production by Ghiflano Montatto, 
with sets by Luciano Ricceri. 

Cast indudes Ruggero Raimondi 
and the conductor is Zubin 
Mehta; Aug 14 

• Un BaUc in Maschera: by 
Verdi. New production by 
Giuiiano MontakJo with sets by 
Luciano Ricceri. Conducted by 
Daniel Oran; Aug 15 

WASHINGTON 

EXHIBITION 
National GaHery of Art 

Tel: 1-202-737421$ 
wwwjtga.gov 

Mark Rothko: major retrospective 
of the American abstract artist, 
including (cans from Europe and 
Japan; to Aug 16, then touring 
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COMMENT & ANALYSIS 


MARTIN WOLF 


might be conducted on the 
otter side of the globe. 

Second, the increased 
tradahility of parts of 
services and the growing 
ability to transfer 
technology and monitor 


A bearable lightness 


output across frontiers could 
transform labour markets 
through what Ms Coyle caDs 
"vir tual immigration - by 
electronic means. .Wages of 


.The rise of IT and the shift to services will determine who ■ 
succeeds, how and where we work and how we are governed 


* nomic output of the 
isured in tons, is 
the same as it was a 
ago. But its real 
at feast 20 times 
As Americans have 
richer, they have not 
ed more 
titles, but added 
lue to the 

li ties they consutne. 
an Greenspan, 

«t. mwn of the l^S Federal 
Reserve, pointed out in 1996. 
this growing' lightness of 
gross domestic product is 
explained by the addition of 
a host of intangible 
attributes to physical 
commodities. The most 
important of all is 
knowledge. A modem 
Nintendo games machine 
contains more computing 
power than the m am 
processor of the Apollo 13. 

I owe this delightful titbit 
■ of information to Frances 
Caimcross of The 
Economist Hers was one of 
two fascinating books an the 
broad theme - the other 
being by Diane Coyle of The 
Independent - that I took 
with me on holiday.* These 
two commentators do much 
to clarify the talk about the 
weightless economy and the 
death of geography 
The starting point must be 
the underlying economic 
changes. Here two things 
need to be distinguished: the 
first is the increasing 
importance of services: the 
second is a revolution in 
information technology (IT). 

Between 1960 and 1994. the 
share of services in US GDP 
rose from 58 per cent to 72 
per cent and the share in 
employment from 56 to 73 
per cent. One reason for the i 
rising importance of services 
is the growing desire far 
such things as 
entertainment, travel, 
medical care, financial 
security and care of both 
young and old. Another is 
the relatively fast growth of 


productivity in 
manufacturing itself. 
Demand for manufactures 
has failed to grow Tast 
enough to offset the 
resulting decline in their 
relative prices. 

An advanced economy in 
which intrinsically 
weightless services account 
For more than 90 per cent of 
GDP and employment could 
be with us within as little as 
! two decades. Yet something 
potentially still more 
significant is happening: the 
exponential rise in the 
ability to manipulate and 
: disseminate information. As 
the US Department of 
Commerce pointed out 
earlier this year, IT (that is. 
computing and 
communications) has 
generated more than a 
quarter of US real economic 
growth over recent years 
(see chart).** 

There is a well-known 
puzzle, however. As Robert 
Solow, the Nobel laureate 
economist of the 
Massachusetts Institute or 
Technology, has noted drily. 
“You can see computers 
everywhere but in the 
productivity statistics.” 
What is going on? Five 
explanations may be 
advanced: 

• Investment in IT is not 
yet large enough to make 


much of a difference. 

• A great deal of the 
spending has been wasted, 
because nobody knows what 
to do with all that 
processing power. 

• The importance of IT has 

been, exaggerated. 

• The technology is stifi too 
new to have brought about 
the expected transformation. 

• We may be unable to 
measure the Improvements 
in productivity that are 
occurring. 

Of these, the last two seem 
to have most force. 
Measurement of 
improvements to quality are 
always difficult, but this is 
particularly so for services, 
i Again, past technological 
revolutions took a couple of 
generations to have their 
toll effects. A similar lag 
could occur now. 

At this stage, it is unclear 
how big the impact will be. 
But wbat might (t be? Here 
are at least a few pointers. 

First, the tradability of 
output will be changed, 
unpredictably. A meal at a 
restaurant, a visit to a 
m useum, a haircut, or the 
services of a nanny must be 
consumed where they are 
produced. But IT win make 
many services more 
tradeable than ever before. 
As Ms Cairn cross points out, 
even electronic surveillance 


people with the same skills 
wiH then start to converge 
across frontiers, white wages 
of those with different skills 
will diverge Inside them. 

‘ Third, there win be further 
inrrpases in inequality 
between countries able and 
willing to exploit the new 
opportu nities and those that 
are not Hie fanner will 

liberalise provision of 
mtnmrmteaHrmg and 
computing infrastructure. 
But they will also already 
have an adequate supply of 
educated people. 

Fourth, the historical 
border between. 

maflnfa rtnrfpg and services 

will progressively erode. 
Once upon a time, 
manufacturers made things, 
produced at a distance and 
used mass-production. 

Today, most people engaged 
in statistically defined 
manufacturing do not nwiVo 
things; many services can be 
provided from a distance; 
and they can also be 
increasingly mass-produced. 

Fifth, the marginal costs of 
some activities will fell to 
close to zero. Dissemination 
of an additional oopy of a 
recording of a piece of 
music, of an article or of a 
piece of software wxD be 
close to costless. This then is 
a “winner-take-all" world. 
The performances of the best 
singers wfQ be available to 
everyone. So win the best 
pieces of software and the 
thongfrfa of the best pundits. 
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McinrmteorearttetwnlnQesi ' 
teams In Fomwie One ti'stoiy. 

Shoe 1966, McLaren tesvwn 
sewn Constructor's Worid Champf- 
onstips, nine Dover's World Ctanpi- 
ansrtps and more man 106 Goods 
Wt Not to mention three Indianapo- 
Rs 500 wins, Bn LtMans 24 tar 
endtxanco rare and fiw conncaSrt 
Can-Am spate carafes. 
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Bonffennis, 

Managisg Director, 
Mctarenintcrnaliona! 



To rtn constetanfly. you haw 
to haw ti» best Tim's wty Ww 
teanBdimvrthCaoputerAssKi- 
ates,* says Ron Demte, Managing 
Director tor McLaren intematioraL 
"Processing our engine and raca 
data efficiently and inteSgenay is 
crucM and Cft Is helping us approadi 
tt in ai entrefy new manner. 1 

UnderatBcftiotogyparTraj^p, 
ttw West McLaren Mercedes Fonnrfa 
Ore Team and CA are devetoping an 
imwattw new sctodanUrt gives tf» 
racing ton’s engineers the ab®y 


orarowtoflEiowsUwjio-j.hr. anfaw.usA-OTam^iioduari^itWiooBBoanwMmabBdlwwawBmw. 


ForcraJa car's performance data. 

Bolt around CA’s UnteoXa" 
TNG*, the program can morftortfie 
telemetry data that the race car 
traismts to 1f» pits wWte It's radng. 
Everything fromtfimtfle response to. 
bate presare to even the G-torces 
exerted on a diver. TNG then 
displays die data though As stem-. 
winring 3-D, Real world Interface-. 

1 have a favorfte saying, that is, 
to come In second is to be the Hist 
of lie losers." says Ron Derrs. 

‘fit McLaren we’re InteraaBd only 
to wftftp and we associate our- 
selves oriy wffli wiring companies. 
With Computer Associates and 
McLaren, we Fare two wtinhg 
companes sharing a cwiiron goal 
and a nnum p art tf Ship.* 


Computer 

Associates 

Software superior by design. 


The value of the second b&T 
will be d o wngr ad ed. \ 

Sixth, large andstahte J 
corporate labour fanes will 
become a thing erf the past 1 
This is partly because of tha 
detains of employment in * 
manafectnrf ng. But it wifi \ 
also be because of the aMHtyl 
to monitor home workers, 
the flexibility demanded by 

service operations and the 
ease of shifting work around. 

Seventh, the more . 
weightless the growth, tite 
less energy-intensive ttw£Q 
be. The transport of bits 
consumes virtually do 
energy. That of people and 
goods is Car more expensive. . 

Eighth, among the most 
important determinant of 
future patterns of firing and 

working & bow much people 
desire face-to-fkce contact In 
& world where work may be 
performed anywhere, people 
may work apart, but have ; 
ftm together. Alternatively. . 
close proximity at work may 
continue to be an invaluable 
source rtf creativity. 

Finally, there win he 
complex changes in relations 
between citizens and 
governments. The latter will 
find it easier to monks? the 

physical activity of people 
than their communication. 
G overnme nts control 
territory, on. which the 
movement of large objects, 
such as people, can be 
m o ni to red T3nt 

wifi became placeless and 
! traceless, with possibly ■ 1 
dramatic effpetw an tanttm 
I (and liberty). 

In the end, the reality may ; 
I prove far less exdting than 

I aXhuMB te «n gyww*-.- 
Personalty, I rather doubt i 

this. A worid Id which the . 

| manf p nlaHnn ami ■ 

communication of I 

Information is chte p Bid 

difficult to monitor is likely \ 
to be different frean -mid 
far better than - any that 
humans have enjoyed before. 
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Proposal to provide for 
duty free regime is way 


successor to 
forward 


From Ur Uartfnd KBmer. 
i Sir.^The French govern- 
ment £s giving serious con- 
iskferation to the immediate 
mihhmw amodated.with the 
proposed abolition of 

ntra-EU duty free from June 
0. 1990 (Trance considers 
say fires proposals*, August 
)■ The French prime minis- 
er, Lionel Jospin, has 
ifedged- to avoid an abrupt 
•PpHcation of the “aboHtfan 
llreettve’V Along with 
’rangy evter TYtore member 
: totes recognise that “blunt” 
t boltiton is against their 
I ail ileal, economic;.' and 
i Interests. 

. Tb e rece pti on, perhaps. is 
t to. Scandinavian countries. 
They' might hare to ehanga 
fcefr position, however. Swe- 


dan, Denmark' and Finland 
are setting's derogattoaof 
their import ' restrictions Bo 1 
goods they subject to high 
domestic taxes, such as 
tobacco and alcohdBC bever- 
ages. Th achieve this .they, 
need the support or those 
countries righting for ah 
acceptable successor regime 

on duty free. 

Mutual interact is tha best 
barg aining , ground. The 
Capet model (put forward by 
the Socialist deputy for the 
northern French region of 
Nord-Pas-de-Calais. which 
stands to be worst affected) 
is only one option. An expert 
committee of the European 
Committee of the Regions 
(CoR) has )ust called for an 
extension of the existing 


regime for five yearn. During 
that time nil political emu- 
reerdal and aodal intense 
affected should work out a 
successor regime. 

While not prescribing a 
specific model, rte CoH prop- 
osition has ah the* political 
Ingredients of wiitotoi! 

msjortiy support turnout M 

stakeholders concermHl will 

he mambas of the consen- 
sus building process right 
firms the beginning. Surely 
in a modem*, democratic 
Buropa this should be the 
way forward on an issue 
which cries out For an 
acceptable solution. 


Manfred Karas*. - 
GaaeUenkamp 40. 

D-2S929 Hamburg. Germany 


fo evidence supplier workers mistreated 


Aram 3dr Tunu Misft. 

ISir. In your story “Wal- 
Mart- attacked Tor supplier 
abater standmds" (July 31) 
ou state that fectories with 
bhorrent, labour c ommons 
n Qdna were investigated 
>y the National Labour Com- 
mittee, but' yon do hot 
explicitly state that the fec- 
tories are snppters to Wal- 
Mart These fectories could 
be vendors t* retailers in 
Japan, Germany, Britain, 


US. or any other country 
Cmaybe even China). . 

The NLC has demanded 
that Wal-Mart release the 
names its vendors, while 
it has no proof of miscon- 
duct or mistreatment of 
workers in the factories of 
Wal-Mart vendors. In the 
retail industry, the ability to 
find vendors and create a 
cost-competitive item - of 
acceptable quality is a 
competitive . advantage, as 


is product' design, develop- 
ment and costing for 
other industry-feadtog com 
panics. 

Coca-Cola wifi not Mease 
the Ingredients to its soft 
drink formula, so why 
should Wal-Mart release the 
names of Its vendors? 


Tony Nash, 

120 via San Zanobl, 
50129 Florence. 

Italy 


wo currencies cannot maximise benefits 


•The Death qf Distance: Boa 
the Co mmuni cations 
Reoohaion aSZ Change our 
Lives, by Pranas Caimcross, 
Boston. Uassi Baroard 
Business School Press. 2S97i 
The Weightless World: 
Strategies for Managing the 
Digital Bcpnoaty, by Diane 
Coyle. Oxford. Capstan*. 1997 , 
**Tke Emerging Dtffital *••• 
Economy, US Department of 
Co m me rc e, http.il 
utwm.econunercayoa: 


fProm Mr Walter Greg. 

[ Sir, Jon Livesey, writing 
[from California (Letters, 
August 10) would like to see 
not just one but two Euro- 
pean single currencies - 
“the euro for the core, and 
the pcxnid for the periphery” 
— orbiting Mifli other, wfc* 
binary stars, perhaps “indefi- 
nitely”. 

Hb premise, that the IK 
and the nqn-UK BU ecooo- 
nxies'- business cycles (<mt 
“for good reasons " to be out 
of step with one anotherand r 


that this is “tmt necessarily 
a bad thing", is nevertheless 
open to qoestion. The busi- 
ness (“economic") cycle Is 
neither a welcome nor. being ■ 
man-made and xxot mdendc. 
necessarily a permanent fea- 
ture of any economy. Nor. if 
there must be sudi a thing, 
are two “counter-cyclical" 
cycles better than . one. 
except- perhaps for third 
countries Ska the US, which 
currently; <rf course, is cele- 
bratinpfe and strivin g hard to 
One of 


the longest expansions in its 
history. 

No, two (or more) curren- 
cies circulating side by side 
within one purportedly sin- 
gle market can only be a 
makeshift , incapable of max- 
imising the potential bene- 
fits to participants and non- 
participants alike. 


Walter Grey, 

12 Arden Hoad, 
Finchley. 
London N3 KAN. 
UK 


Number One Stwfibwark 


London SE1 9HL 


Martin. Woif@FT.com 
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Canada’s dollar has declined to an all-time low. Its poor performance reflects structural 
weaknesses and bad economic management, says Edward Alden 


F or Canadians who 
thought their dollar 
had finally RHaltpn 
its unwanted nick- 
name, the “northern peso," 
this summer has been a 
sobering expe ri ence. 

The currency, which 
closed at an all-time low of 
65^8 US cents last week, has 
lost 5 per cent of its value in 
a slow but relentless decline 
over the past three months. 
So stubborn is the trend that 
aggressive buying of Cana- 
dian dollars by the central 
bank in the past few days 
has produced a rebound of 
less than half a cent 
A declining currency Is 
nothing new for Canada. 
Since 1976, the last year a 
Canadian dollar was worth 
more than a US g-eenbatfc. 
the currency has steadily 
lost ground, : 

When the Mexican peso 
collapsed in late 1994, the 
Canadian dollar fell to 70 US 
cents. Investors were wary 
of Canada’s huge budget def- 
icits and its political uncer- 
tainties. The Bank of Canada 
was farced to raise interest 
rates by 250 basis points In 
two months to stop the slide. 

Since then, has 

changed. Ottawa has turned 
a C$42im budget deficit into 
a surplus and total 

debt is ghrtntrmg as 3 . per- 
centage of gross domestic 
product The political situa- 
tion has also cleared. The 
possibility of Quebec separ- 
ating from the rest of Can- 
l ada, often blamed for the 
currency’s weakness, now 
appears remote.' . 

. But one thing has stayed 
the same: gloom about the 
currency. Even though the 
economy is fairly - strong -- - 
until recently economists 
were predicting growth of 32 . 
per cent this year - the cur- ‘ 
rency has fallen 10 per cent - 
over the past year. 

What lies behind this 
weakness, and why are the ' 
markets punishing the Cana , 
dian currency so severely? 
The answer is they believe 
Canada has not yet property 
addressed many of its struc- 
tural weaknesses and that it 
has fumbled its management 
of tiie economy. 

The most obvious weak- 
ness is the country’s persis- 
tent dependence an commod- 
ities, which account for - 
nearly 40 pa - cent of wen- 
chandfee export earnings. 
Other resource-dependent 
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countries, such as Australia 
and New Zealand, have also 
seat their currencies hurt by 
the fall in commodity prices 
resulting- from weaker Asian 
demand. • -- - 
Tempting as itls to blame 
the currency's woes on weak 
■commodity prices, this alone 
cannot w piain its fall from 
grace. Australia -and New 
Zealand -rely much more cm 
resource exports, especially 
to Aria which absorbs only 9 
per cent of Canadian 
exports. Yettheir currencies 
have not su ffe red any more 
than Canada’s. - 
Besides, - Canada has 
steadily diversified from, 
commodity exports over the 
past three decades. 1 This 
should have made it less vul- 
nerable to price shocks. 

A second, and more seri- 
ous, weakness is lagging pro. 


Poor productivity partly 
reflects .the rigidities of Can- 
ada’s labour market, which 
is more inflexible than its 
southern neighbour. Corpo- 
rate and personal tax rates 
are high or* than in the US 
and may have discouraged 
investment. 

• Canada’s biggest weak- 
ness, according to critics, is 
neither its reliance on com- 
modities nor its lagging pro- 
ductivity. its real problems 
are caused by bad economic 
management 

Until the current .Liberal 
government finally turned 
tilings around, Ottawa had 
spent ■ 20 years running 
unsustainable budget defi- 
cits. The legacy is a C$600bn 
national debt that swallows. 
28 cents of ev ery tax dollar. 

That situation has been 
compounded by inconsistent 


The markets believe Canada has not 
addressed many of its structural 
weaknesses and that it has fumbled 
its management of the economy 


ductility. The 1888 free trade 
agreement wlth the US was 
supposed to help Canadian 
businesses rationalise on a 
continental scale to meet 
competition from south of 
the bonier. But . Canadian 
companies have not kept 
pace. In'-spits of an Improve- 
ment In labour productivity 
last year, the gap between 
Canadian and US productiv- 
ity tevefe'has widened. Cana* 
manufacturers are, on 
average, about 25 per cent 
less efficient Qian their US 
counterparts, according to 
QBC Wood Gundy, a Cana- 
dian -brokerage. 


monetary policy.- In the early 
1990s. Canada suffered a 
punishing recession - its 
deepest since the 1930a - 
after John Crow, the then 
Bank of Canada governor, 
pushed' the overnight lead- 
ing rate to 14 per cent when 
inflation was tunning at 4-6 
percent 

His successor, Gordon 
Thiessen, has been criticised 
both for inconsistency and 
for what many say is a lack 
of market savvy. He raised 
interest rates sharply in 1996 
only- to drop them quickly 
again when the economy 
started 'to slow: • 


Last year, Mr Thiessen 
kept hinting strongly he 
would raise rates and then 
failed to do so until investors 
began dumping Canadian 
dollars. That farced his 
hand: rates ted to be raised 
sharply to keep the dollar 
from falling still further. 

Mr Thiessen appears to 
have made things worse this 
summer by saying he did not 
think an Interest rate 
increase would be necessary. 
Until the change of policy at 
the end of last week, he also 
ruled out aggressive inter- 
vention to png) up the fell- 
ing currency. 

This inconsistency has left 
Canada’s business cycle Eu- 
less advanced and its growth 
less predictable than in the 
US. The economy grew 
strongly to 1994 but fell back 
. in 1996 and 1996. Last year’s. 
33 par cent growth was only 
the second truly robust year 
this decade. 

With the Asian crisis hit- 
ting more deeply than expec- 
ted and.gyowth slowing in 
-the US, which accounts for 
more than 80 per cent of 
Canada’s merchandise 
exports, the Canadian' econ- 
omy is starting to wane. Eco- 
nomic growth- has been flat 
for the past two months and 
the unemployment rate Is 
stuck at 8.4 per cent. Econo- 
mists are downgrading their 
forecasts daily. 

The Bank of Canada, 
which' intervened for the 
fourth straight day yester- 
day, finally appears deter- 
mined to halt the currency’s 
slide. But the damage may 
already have been done. 

Bond yields and mortgage 
rates have risen and most 
currency traders believe the 
central bank will have to 
raise its overnight rates to 
keep the dollar at more than 
65 cents. The Canadian stock 
market has fallen harder and 
further than the US market 
as confidence in the cur- 
rency fades. Moreover,, 
recent surveys show con- 
sumer confidence falling 
along with the dollar. That 
threatens to undermine the 
strong domestic spending 
Canada needs to keep its 
economy growing. 

All of this has been 
unsettling for Canadians 
who thought the worst was 
well behind them. Saj-s Mark 
Muffins,- chief 'economist at 
Midland Walwyn: “There’s a 
sense of gloom setting m“ 
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The birth of 
a giant 


These are difficult times for chi 
companies. Politicians want 
people to curb consumption to 
preserve the environment Finan- 
cial turmoil in south-east Asia 
has knocked the bottom out of 
their fastest growing markets, 
while in Europe and the US an 
ageing population will become 
less keen on driving. 

While demand for oil remains 
weak, the lingering effects of the 
steep price increases in the 1970s - 
and impressive advances in tech- 
nology have kept supply more 
buoyant than most people expec- 
ted. More oil is progressively 
squeezed out of more hostile 
environments at ever lower costs. 

Result: a depressed oO price . 
now back in real terms to its 
level at the end of the 1960s and 
. strong pressure on profits. Most 
of the big oil companies have 
responded by drawing in their 
horns, cutting administration 
costs and hoping for better-tunes. 

The merger plans of BP and 
Amoco announced yesterday rep- 
resent an altogether riskier strat- ' 
egy. The combined company, 
with a market capitalisation, of 
SUObn and reserves of some I5bn 
barrels of oil equivalent will 
jump straight into the top league 
along with Exxon , and Royal 
Dotch/Shefi. These groups will be 
about twice as big as their near- 
est rivals and therefore in a posi- 
tion to take higher risks in the 
battles far the next Mg tranche of. 
reserves, whether in Iran. Russia 
or Khamltstan In the past step 
has mattered; and BP. the donh- 


nant partner in the hew group, 
doubtless hope that it will con- 
tinue to TTVPnn hi ghly pufllii 

In the short term, it should be 
able to achieve tw« by awetw 
round of cost-cutting, as the two 
Managements are combined into 
one. The risk is that tins 
and painful task wffl cause BP 
Amoco -to take its eye off the 
main chance. StiIl. BP has experi- 
ence of swallowing large com pa- 
nics after completing the par 
chase of Standard OH of Ohio and 
Brit oil in 1987. 

And it seems unlikely the 
companies will be diverted by 
wide-ranging anti-trust investiga- 
tions. Except perhaps in a few 
local markets, there is no weed 
for the authorities to intervene. 
The new company will create 
more competition, not less, in the 
super-league, with IS very large 
competitors at its heels. 

For 8P the move rep rese nts a 
decisive rediscovery oTits roots 
as an independent interpatiraial 
oil co m p a ny . The British govern- 
ment stake, built up in 2914. was 
finally relinquished little - mor e 
than a decade ago, as the group’s 
meanderings into coal, copper, 
and nutrition woe coming to an 
end. Since then it has success- 
fully -sharpened its focus on ofi 
exploration. 

Yet it has failed to wwtrfi the 
spectacular finds it made in 
Alaska in 1969 and the North Sea 
a year later. Now it will pack a 
much stronger fh»«nrf»i punch. It 
must prove that it knows how to 
use it • • - 


Slot market 


Karel Van Miert, the European 
Union’s competition commis- 
sioner. this week tried to .block 
the sale of British Airways and 
American Airlines landing slots. ' 
This restrictive approach typifies 
how the international airline 
market has come to be so dis- 
torted. Regulators should ensure 
safety and free competition. But • 
markets work as well in the an- 
as they do on the ground: plum 
landing spots should be left to 
supply and demand. . 

As a condition for EU approval 
of the proposed BA-Amerrican 
alliance, Mr Van Miert has 
demanded the airlines give up 
267 weekly slots at London’s 
Heathrow and Gatwick airports. 
The Office of Fair Trading, the 
UK competition watchdog, has 
broadly endorsed this require- 
ment. But the OFT argues that 
the airlines should be permitted 
to sell these valuable rights, just 
as companies sell controversial 
assets in return for merger 
approval. Mr Van Miert refuses, 
to countenance such a sale. But 
bis tough line is shaky on both 
legal »nd economic grounds. - 

The Treaty of Rome is unclear 
on whether national govern- 
ments or the Commission has the 
final say on' airline alliances. The 
OFT clearly thiTifrs that this is a 
matter for the UK authorities. 
Peter Mandelson, the new UK 
rpioigtor for trade and industry, 
will wiaka his ruling next month . 

The economic case is more 


transparent. Allocating precious 
slots through deals «nd negotia- 
tions is both unwise and unsus- 
tainable. It myites just the scat of 
non-transparent lobbying that 
frustrates competition. To stamp 
this out, the EU wfil eventually 
be forced to open airEne slots to 
trade. 

Would this damage c om p etition 
as the mmwiiggtrmsr claims? It is 
true that companies which 
already control slots would make 
windfall gains But this is hardly 
an insurmountable problem. A 
one-off windfall tax could be 
imposed reflecting the value cf 
these property rights, starting 
with BA-American. John Pres- 
cott, the UK minister with 
responsibility for transport, yes- 
terday pointed out that landing 
slots belong to comm unities 
rather than companies. A wind- 
fall tax would allow the commu- 
nity as a whole to benefit 

Mr Van M ie rt says that selling 
airline slots would raise barriers 
to new entry. But this is by no 
means inevitable- Neil HSnnock 
would certainly disagree. The 
transport commissioner has long 
advocated the sale of landing 
rights, precisely in order to pro- 
mote competition. The existing 
system already favours incum- 
bents. particularly national carri- 
ers. Under a traded system, air- 
lines could gain a foothold in 
new markets They would need 
only capital, rather than lobbying 
clotzt and frien ds in government. 


Pegged down 


Financial markets seem 
determined to scent blood around 
the Hong Kong dollar. Local 
interest rates have again come, 
under painful upward pressure as 
a result. The pressure will persist 
unless the authorities do more to 
get the message across that aban- 
doning the peg would bring even 
more pain tban Hong Kong is 
presently facing. 

Only part of. the problem 
relates to fear about a possible 
Chinese devaluation. This faar is 
deeply embedded in the market 
psyche but it defies logic. Ch in a s 
last devaluation, in 1994, passed 

off without upsetting Hong 
Kong’s dollar. If a depreciation 
now stimulated the mainland’s 
economy and exports, ■ it would 
surely boost Hong Kong’s too. 

A more serious worry is the 
pernicious pressure building up 
inside Hong Kong as its own 
economy weakens. There is now 
a widespread view that the 
authorities will use the first 
period of calm in the markets - 
maybe sometime next year - tp 
abandon the peg. Market hori- 
zons hofag what they are, traders 
see no point in waiting that long. 

No one can deny the cost of 
sticking with the peg- It means a 
wrenching adjustment in prop- 
erty prices, wages and employ 
neat That is modi harder now 
that Hong Kong' has 1 * sizeable 
and vocal middle class many of 
whose members, are now under- 
water on their mortgafss. 


Yet the pain must be kept in 
perspective- By co m pa ri son with 
some other Asian economies, 
Hong Kerns’s economic contrac- 
tion is modest The. suffering of 
its hawks is unpleasant bat not 
te rminal Above all, there is no 
way that the territory can avoid 
economic adjustment, by coming 
off the peg. 

That would cause a collapse in 
its currency, sharply higher 
interest rates, yet more worries 
about the property market and a 
massive loss of confidence which 
would jeopardise its role as a 
financial centre, t- ■ 

- The government has not helped 

by its signals of desire to miti- 
gate the adjus tm ent process. It 
needs to make categorically dear 
that it will not stand in the way 
of an adjustment that is both neo- ‘ 
essary and inevitable and that it 
sees the peg as an essential part 
of that process. 

Conveying this message 
requires- more technical -and 
political skill than Tong Chee- 
hwa, chief executive, has hitherto 
shown. The test is critical for rea- 
sons which are more than merely 
economic. 

. -From Japan to 5puth Korea, 
Thailand and even . Indonesia, 
go ve rnments have been thrown 
ont for economic failure. In 
undemocratic Hong Kong, voters 
would- understandably resent 
thefr frmbfflty tp do the same to a 
government that fell short of the 
requi^.cQmp^ertce. • 


Land of the giants 

BP’s takeover of Amoco will catapult it into the super league. That will 
have profound implications for its competitors, says Robert Corzine 


C onfidence was one com- 
modify seemingly in 
abundance at British' 
Petroleum yesterday as 
tiie company announced the 
world’s biggest industrial merger. 

Sir John Browne, BP*s chief 
executive, threw down a gauntlet 
to Royal Dutch/Shell and Exxon, 
the Other two "supergiapt’’ inter- 
national oil companies, promis- 
ing to introduce a new dimension 
to competition in the industry. 
“We plan to Shape our own des- 
tiny,” be said, creating "real com- 
petition for those already in that 


- Executives used a string of 
superlatives to describe the take- 
over of Amoco, the US’s fourtb- 
tnggest oH company. U.wiB cre- 
ate Britain's biggest company 
and one of the three largest ofl 
groups in the world. 

The new company will also be 
the biggest producer of oil and 
natural gas in the US, the world's 
largest energy market And its 
combined daily o utput of about 
am barrels will be greater than 
that of the UK and of most mem- 
bers of the Organisation of Petro- 
leum Exporting Countries. 

ft will take analysts days to 
pore over the details of the deal 
to discover all Its nuances and 
possible pitfalls. But even as 
executives finished their brief- 
ings yesterday in the sweltering 
beat of the Honourable Artillery 
Company headquarters in Lon- 
don, it was already dear that the 
BP Amoco link-up Is likely to 
cause fundamental shifts in an 
industry cf central importance to 
the world economy. 

There are four -big questions 
that, arise from yesterday's 
announcement. The first relates 
to strategy. What lay behind 
deal? 

The phrase “distinctive assets'* 
was mentioned several times by 
Sr John. The worldwide search 
for outstanding projects has 
become an obsession of. the lead- 
ing companies in the sector. 

Traditionally, even the biggest 
ofi companies have had just a 
handful of assets that are seen as 
company builders”. These are 
the prolific and long-lasting fields 
that produce very high rates of 
retur n anil fund an oil company's 
constant - and phenomenally 
expensive - search for yet more 
assets. 

In recent years, competition to 
secure a new gen era turn of such 
reserves has intensified. This is 
partly because such oilfields are 
becoming increasingly hard to 
find as oil companies scour in 
more and more remote regions at 
the world. Competition far those 
reserves that remain has also 
grown as state oil companies and 
recently privatised groups move 
outside their domestic markets. 

Sir John is hoping the merger 
will help that causa. BP Amoco, 
he said, win have the financial 
wherewithal “to take decisive 
stakes in the best projects”. 
Although BP an its own was “top 
cf the second division", It found 
itself constrained from fully 
exploiting the best opportunities 
that came its way.' 

The merger also catapults the 
combined group to new competi- 
tive levels in downstream refin- 
ing and marketing, as well as in 
chemicals. It will be the biggest 



marketer of gasoline in the US 
east of the Rocky Mountains 
(excluding Texas). The combined 
group wiH rank as the world’s 
third largest Whianinal jyvmpan y 
measured by sals. 

“We want to be number one or 


two in everything we do,” said 
Sir John, although he said that 
“scale is an outcome of what 
we've done, not the purpose”. 

He insisted that low oil and 
commodity prices did not influ- 
ence the decision to merge, 
although it was interesting to 
note that yesterday's announce- 
ment came as oil prices dipped to 
fresh 10-year lows. Analysts say 
it is generally those oil compa- 
nies with the lowest-cost assets 
that do best in cyclical down- 
turns. They can also move faster 
in responding to opportunities 
when markets begin to recover. 

Big companies can also spread 
their risks more widely. The new 
group will have the finanrini 
clout and reach to take on the 
riskiest long-term development 
projects in remote areas of the 
world, but it will have most of its 
assets and production in western- 
oriented industrialised countries. 

The second question arising 
from the deal is: what are the 
chances of a smooth integration 
of BP and Amoco? 

The answer is. probably better 
than many previous Anglo- 
American ventures. BP has bad 
substantial pTpgripnfte in combin- 
ing its operations with a US 
group. Two years ago, it merged 
its European refining and mar- 
keting operations with those of 
MoML That too was an effective 
takeover, albeit it on a much 
smaller scale. 

The Amoco merger is of a dif- 
ferent order. But initial job losses 
- about 6JJ00 out of a combined 
workforce of 100.000 - means the 
vast majority of BP and Amoco 
employees will be unaffected, at 
least in terms of lasing their job. 

Cultural clashes should be min- 
imal, as BP already has a sub- 
stantial US business and a smat- 
tering of senior US executives. 
Sir John, who will be chief execu- 
tive officer of the combined 
group, also has extensive experi- 


ence of the US. He received his 
MBA from Stanford Business 
School and enjoys working in 
America. 

Mobil was often seen as the 
most likely long-term partner far 
BP. The companies have talked 
about a possible link-up for some 
time, but some analysts said su ch 
a deal would have been compli- 
cated by questions of who would 
lead the combined group. Mobil 
already has a strong-willed exec- 
utive leader in Lou Noto, and Sir 
John is known to have been con- 
cerned about the dangers of shar- 
ing the top leadership slot Larry 
Fuller of Amoco, on the other 
hand, is due to retire soon, 
smoothing out any possible lead- 
ership battle. 

Even so, many companies gloss 


We want to be 
number one 
or two in 
everything 
we do' 


over thft difficulties and distrac- 
tion of integrating big mergers. 
Mr Foller, who will be co- 
chairman of the combined group 
along with Peter Sutherland of 
BP, acknowledged yesterday the 
pitfalls that might emerge over 
the next two years or so. “We've 
thought bard about the need for 
speed" in integrating the two 
companies, he said. 

Sir John said BP had also put 
into place measures to ensure 
that the drive for greater efficien- 
cies already under way within 
the two separate corporate struc- 
tures would not suffer. 

He played down the possibility ’ 
that the combined group might 
become so absorbed in the inte- 


gration exercise itself that It 
would fail to find or exploit the 
big opportunities that are the 
underlying reason for the deal. 
“Such opportunities are few and 
far between,” he said. “We won't 
let such opportunities go.” 

If Sir John's optimism is mer- 
ited. the deal will have profound 
implications for the rest of the 
industry. But what exactly will 
the effects be? 

The merger is likely to put 
pressure on other integrated oil 
companies to improve their own 
competitiveness. For Exxon and 
Royal Dutch? Shell, long accus- 
tomed to having the “super 
league” to themselves, the BP/ 
Amoco deal probably comes as a 
rude shock. 

No longer will Shell and Exxon 
be able to take for granted that 
the biggest projects will automat- 
ically come their way. In the 
past, other companies did not 
have either the management 
expertise nor money to consider 
them. That wDl now change. 

But it is not clear that Shell 
and Exxon wfil feel the need to 
emulate BP by growing even big- 
ger. Just last week. Mark Moody 
Stuart the new Shell chairman, 
speculated that one reason there 
was such little consolidation in 
the oil industry was “because 
we’re an so big anyway”. 

Mr Moody Stuart also won- 
dered whether a wave of mergers 
and acquisitions would have any 
point He was not convinced il . 
would result in long-lasting effi- 
ciency gains. “When everyone is 
done with the consolidation you 
fundamentally have a zero-sum 
gain. All you've done is extract 
something. You haven’t created 
anything.” 

Yesterday’s deal may change 
his thinking: But the supergiants 
are more likely to pursue joint 
ventures rather than direct take- 
overs. Mr Moody Stuart said it 
was easier to put together compa- 


nies in “bite-sized chunks” 
through Joint ventures than to 
tackle consolidation on n global 
scale. 

But if the BP Amoco deal does 
not force the supergiants to go on 
an acquisition spree, it may well 
trigger a wave of copycat merg- 
ers among the smaller compa- 
nies. The deal will certainly put 
intense pressure on some of the 
medium-sized US integrated oil 
companies, such as Texaco and 
Arco, which are struggling to 
build meaningful foreign busi- 
nesses to offset declines in US 
domestic production. 

One of the big barriers to con- 
solidation in the US has been the 
fact that most of the companies, 
including Amoco, have largely 
Tailed in their attempts to lift 
their reserves in recent years. 
Putting together two companies 
with a declining reserve base 
only makes that task harder. 

Continental European compa- 
nies. such as Elf-Aquitaine and 
Total of France and Eni of Italy, 
also face tough choices. 

Even though Elf and Total 
have been privatised, analysts 
say it is doubtful that the French 
government would allow them to 
enter into deals that threatened 
to subsume their national iden- 
tity. 

Eni, under Franco BernabA, its 
chairman, has shown a greater 
willingness to move beyond its 
Italian roots and assume a more 
international status. But it is still 
40 per cent owned by the Italian 
state. 

Whatever actions smaller com- 
panies may contemplate, and 
eventually take, none win be able 
to attain the intangible benefit 
that can come from being first If 
nothing else, yesterday's deal 
shows that Sir John is willing to 
act on one of his most treasured 
business principles: that the big- 
gest gains go to those who are 
boldest. 


OBSERVER 


lurtains for 
coalition? 

So is India’s film star turned 
political farce J. Jayalafittva 
serious this time? She’s 
threatening to pun India's fragile 
Bharatiya Janata Party- led 
coalition government down by 
withdrawing her small party’s 
support. But she has made such 
noises before, so sobre suspect 
that she’s just crying wolf. 

The trigger for the 

ax-thespian’s latest flounce was 
a BJP-brokered deal In a 
complex wrangle over water 
suppfies involving her home state 
of Tamil Nadu. But in the . 
background there seems to have 
been a change of . heart within 
the Congress party, the dominant 
force in Indan politics far most 
of the post-Independence period. 

Since the elections earfier this 
year, party officials have 
discouraged speculation about 
taking power. Congress was in a 
mess, ran the oftidal flne, and 
would concentrate on sorting 
itself out 

The party is stifl in a mess but 
some senior figures are. 
apparently alarmed by a series of 
a tta ck s bn non-Hindus - largely 
uncondemned by the 
government - and rising, tension 
With Pakistan. They have begun 
to signal that If “interna] 
comratSetions’’ were to bring the' 
government down. Congress 
might be willing to lead a - 
nbn-BJP poaBtion. A sartor ' 


Congress official has even set 
out a foreign policy agenda. 

So now, as Jayalalitha sings 
her famfUar song, Indians are 
paying more attention than they 
did the last time. And wondering 
whether there wfll be another 
encore. 

Rocky’s return 

Wherever he is, John 
D. RockefeBer must be grinning 
from ear to ear. The mother, of an 
mergers between British 
Petroleum and Amoco reunites 
two parts of the 03 empire he 
created - and saw smashed to 
smithereens. 

It’s taken more than 80 yeas 
-far market forces to reverse the 
work of the US Supreme Court's 
trustbusters but Rockefeller 
would be pleased as ptrah to 
see Standard OH of Ohio 
(nowadays a BP subsidiary) back 
In the same camp as Standard 
Oil of Indiana - or Amoco, as it 
now prefers to call Itself. 

Show time 

Garth Drabjnsky, the flamboyant 
Canadian producer of Broadway 
musicals such as ShowboaU 
Ragtime and Phantom of the 
Opera, rocked Toronto In April by 
stepping down as chairman of 
Uvent, his theatre company. 

He handed control to a group 
headed by farmer Walt Disney 
chairman Michael Ovttz. insisting 
that he wanted to devote himself 
to the creative side of the 


business. It seemed an odd 
ambition for the driven 
entrepreneur, who pioneered the 
mufti-screen cinema across 
North America as chairman of 
Gineptex Odeon, then took 
Broadway by storm. 

It turns out that creative 
frustration may not have been 
uppermost on Drabinsky's mind. 
Livent’s new managament has 
now suspended him and 
co-founder Myron Gottlieb, 
stating that they had found 
“serious accounting irreguJ&tties” 
Involving minions of dollars. 

Not that things are going much 
better on’ the creative front 
Drabinsky's latest spectacle 
Fosse, a tribute to the late dance 
genius Bob Fosse, opened on 
Sunday to reviews typified by the 
Toronto Star's verdict “A tad 
repetitious, overwhelming and 
even a bft numbing.” 


Game plan 


The Rolling Stones, those 
creaking veteran rockers, are at 
Poland’s national stadium In 
Chorzow on Friday - which may 
be a8 the action the country’s 
football venues wfll see for a 
while. 

The Polish Football Federation 
PZPN meets today to discuss a 
Crisis that led to a5l but one of 
the nation's premier league 
football matches being canceled 
at the weekend - most of the 16 
dubs went on strike. 

The clubs want Marian 
Dzrurowic2, the association's 


boss, to resign. Sports minister 
JacekDebski has alleged 
fin&rtcia) misdemeanours at the 
association, which Dzrurowicz 
denies. International football 
bodies Fife and Ueta are backing 
Dziurowicz. They say 
governments should keep their 
noses out of sport, an odd 
defence far someone whose 
roots are firmly planted in 
Poland’s communist past 

Debski suspended the P2PN 
board in May but backed down 
last week after Fife and Uefa 
threatened to ban Polish dubs 
from international matches. After 
all, Debski is from Lodz, whose 
LKS Ptak team is due to play 
Manchester United in the 
EuropeanCuptoday. 

So far the fens are backing 
Debski and Dziurowicz's days 
seem to be numbered. But the 
affair has cast a shadow ova- the 
game and attendances are low: 
these days, it takes Mick J agger 
to fill a football ground. 

Magnanimous 

It was generous of Portugal's 
opposition Social Democrats 
yesterday to promise not to 
make political capital out of the 
fraud scandal at Expo ’98. the 
world fair in Lisbon. 

Mind you, it was the Soda! 
Democrat government which 

appointed the chief accountant 
who has been detained by pofice 
Investigating the shindig’s 
accounts. So pofitical capital 
might have been hard to find. 


100 years ago 

New York In 12 Hours 

We have seen many singular 
prospectuses, but few more 
curious than that of 
Davidson's Air-Car 
Construction Syndicate. The 
capital is £20.000, and the 
idea is to provide Mr. 

Davidson with funds to 
construct a flying machine. 
Some experiments appear to 
have been made, and we get 
a most stimulating picture of 
an aerial-motor careering 
along in mid-air. We also have 
sectional plans of the machine, 
by which it is suggested we 
may soon be able to journey 
from London to the Riviera In 
eight hours. New York in 
twelve and round the wortd in 
eighty hours. But we have no 
adequate explanation of how 
these manrels are to be 
accomplished. “Subscribe and 
you will see." Is Mr. 

Davidson’s idea, but that is 
taxing too severely the faith of 
the Investor. The only Director 
on the board so far is Mr. 
Davidson himself. The scheme 
seems more likely to result in 
the flying away of investors’ 
money than in any other form 
of aerial locomotion. Another 
amusing prospectus is that of 
MackJey Brothers, which 
proposes to carry on the 
business of canary breeders. 
The issue is to be secured on 
the value of the canaries. 
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Brownean motion 


In a single bound, British Petroleum's 
takeover of Amoco has created a new 
super-major to sit alongside industry 
giants and re*™™. no longer win Sir 
John Browne be playing, albeit stylishly, 
in oil'B second division. Instead, Sir John 
wffl be slugging It oat for industry domi- 
nance on the tack of the leading market 
positions created not only in key produc- 
ing areas but gi«r In retail markets and 
petrochemicals. 

More thaw anything else, the acquisi- 
tion demonstrates BP'S unceasing drive to 
move the anmpany fo rwar d in spite of 
10-year lows in the oh price. 

In toms of access to resource basins, 
BP Amoco will have the scale and deep 
pockets to compete aggressively for the 
best stakes In the most attractive projects. 
And its strength downstream, particularly 
in the US where Amoco is the market 
leader in premium petrol will force com- 
petitors on to the back foot. That win 
force mergers between those stm stuck in 
the second rank, such as Elf, ENI, Mobil, 
Chevron and Texaco, as the need to catch 
up becomes obvious. 

However, as with the DaimlerChrysler 
doai - which boasted of being the 
largest industrial merger of its day - put- 
ting such a deal together on paper is the 
easy part Making it work will be consid- 
erably harder. To this end, the BP Amoco 
combination has got off to a good start A 
simple management structure headed by 
Sir John with a single headquarters In 
London is a marked Improvement on 
narniiernhp yrier*B bicephalous approach. 

And " gain, the cost savings cur rentl y 
envisaged - the $2bn target by 2000 repre- • 
seats less than 3 per cent at the combined 
cost base - are extremely conservative. 
t .inking executive remuneration to these 
targets would be more impressive if they 
were more demanding. Still, even such 
unambitious forecast savings are well 
worth the effort Taxed and put on a mul- 
tiple of 10 times, some $13bn of share- 
holder value will be created by the 
merger. 

A modest 15 per cent premium to Amo- 
co’s shareholders wccmmtw far over $5bn 
of the cake - but stm leaves this looking 
like a good deal for BP. That the compa- 
nies’ combined market capitalisations 
have not yet moved to encompass all the 
value created reflects inclement global 
markets and a further fall in the oil price. 


09 merger . 
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Regulatory uncertainty will also continue 
to offer arbitrage opportunities. But the 
extort of BFs ambition will doubtless be 
rewarded soon enough. 


De Beers 


Is De Beers about to regain some of its 
lost sparkle? Falling Asian demand and a 
severe destocking caused first-half head- 
line aamrng s to fall by 33 per cent But 
the outlook for rough diamond sales In 
the second half is more favourable. More- 
over, De Beets is extremely cheap; the 
share Is trading at less +Wnn half tts net 
asset value, with the entire diamond 
interests valued at a measly $L2bn. 

What, though, are the prospects for 
retail demand? Groggy US stock markets 
will make De Beers’ executives nervous, 
and rightly so. With Asia in a slump, the 
US now accounts for over 40 per cent of 
sales. But consumer demand there is ever 
mare tightly entwined with share prices. 
If the Dow's current weakness persists, 
the US consumer may not be there to pick 
up the baton from Asia. Nobody knows 
what the impact of a big stock market 
correction wffl be an end demand. But the 
risk is clearly that a cheap stock could yet 
go lower. 

But an is not lost The ongoing restruct- 
uring of the Anglo American/De Beers 
group will certainly unlock value. And in 
the shadow of (he mmannhim. "diamonds 
are forever" w£H be a powerful proposition 
amid a deluge of ephemera. When these 
factors kick in, the sparkle win return 
with a vengeance. 


Kingfisher 

Kingfisher may not succeed in achiev- 
ing an aiuqnrp with French DIY retafler 
Castorama, but it is certainly right to be 
trying. Retailing is notoriously parochial, 
but Europe's single currency will change 
this, as improved transparency drives 
prices lower. In this environment only the 
most efficient retailers wfil nourish. Scale 
Is critical, but not easily achieved when 
cultural wnd family factors can still i ro*rf p 
the eagle-eyed logic of investment bank- 
ers. 

Hence the need to pursue solutions, 
short of a takeover, that bring together 
valuable brands and deliver ben efi ts of 
scale and central controls without losing 
local flavour. This is a model, of course, 
that fits nicely with Kingfisher's way of 
doing business. 

ft is also an approach that seems well 
suited to the European market. The alter- 
natives - organic growth or acquMtfnn - 
can be slow and expassive. Perhaps King- 
fisher should offer ltwcnnn to some of its 
slower moving UK rivals. 


Dresdner/PaineWebber 


Dresdner Bank seems to be the latest 
European bank determined to make a 
splash cm Wall Street and likely to end up 
floundering out of its depth. News of its 
talks with PaineWebber sent Dresdna's 
shares down 6 per cent and PataeWeb- 
ber’s up by a corresponding amount yes- 
terday. 

The purchase of PaineWebber would 
make little sense. What Dresdner needs to 
gain critical mass is a top-notch invest- 
ment bank. What it would get is a second- 
tier retail brokerage and a decent position 
in asset management. Just- possibly, that 
could lead to a three-way alliance In fond 
munagwiTiMit with Allianz, Dresdner's big- 
gest shareholder. But merging PaineWeb- 
ber and Dresdner's Kle inwort Benson 
investment banking arm would, given 
their very different products and cultures, 
be a real challenge. 

Even scarier is a suggested price of 
S8bn-$10bn, or more than four times book 
value. There Is nothing wrong with think- 
ing big. However, for that kind of money, 
Dresdner could buy, say, a reviving Leh- 
man Brothers, and a real shot at the top 
table. 
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FT WEATHER GUIDE 


Europe today 

Much of western and central 
Europe will have hot 
sunshine, but clouds over 
Poland and northern 
Germany wffl bring scattered 
heavy ehowere or 
thunderstorms. Towards 
evening, north-east France 
wiB have thundery showers. 
Southern Scandinavia wifi 
become wet, with heavy rah 

over Norway. Southern 
Europe wH stay stony but 
not quite as hot as 
recently. 

Five-day forecast 

Heavy or thundery showers 
will give way to heavy rain 
tom or row from the Baltic 
states to the Pyrenees. The 
thundery showers wDI move 
across eastern Europe on 
Friday. Scandinavia wU 
remain unsettled, and the 
south wfll stay sunny. 
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Sftusffon at midday, Tempenuuna maximum for day. Fore cas ts by WEATHER CENTRE 
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PR COMPANY HIRED TO HELP REVERSE DOWNTURN IN RUSSIA’S MARKETS 



in quest of better 



By JotaaTkeraHI 
bil 


A group of Moscow-based 
stockbrokers Is hiring a western 
public refactions company to hnprovo 
Russia's image among foreign 
investors and help reverse the 
savage foils in the country's 
ftnawdal markets over the past year. 

The utonkbroiring firms, which 
have seen daily turnover on Russia's 
ru d i mentary stock market reduced 
to Just $lOm a day, are despar ate to 
entice foreign investors back into 
Russia - and salvage their own 


"There is a feeling that Russia 
generally gets a bad sap, and we are 
lording at ways of correcting that," 
said one of the members of the 
group. 

Tbs 15 firms, which are forming a 
non-profit industry association 
called the Financial Council of 
Russia. have selected 
Bursoa-Marsieger to head the public 

relations r»»n : pgiff n 


Burs cm- Mars teller, which has 
confirmed its involvement tat. the 
project, is one of the biggest 
relations companies in the worid, 
with wide experience of working for 
foreign clients. 

Discussions are stm at an early 
stage but it is envisaged the council 
will act as a piwTng house tor 
information about Rnssia’s flramrtal 
markets and liaise with the 
government- - about : how it ean 
communicate its own economic 
message means effectively. 

The council is also looking to 
recruit a prominent spo k e s pers o n 
who would devise a communications 

strategy with Burson-ManstellCT for 
“selling” Russia to foreign investors. 

Charlie Ryan, chief executive of 
United Financial Group, one of the 
council members, said the firms bad 
met several times over the past two 
months to discuss ways of 
encouraging the development of 
Russia's financial markets. 

"All of us have been so 
competitive with Bach other that we 


have not boos , very good at 

co-operating- 

“But than Is now ~a mom that wa 
need an industry assoc iatio n which 
can represent our views and correct 
some of the misetmoopttoas out 
there," be odd. 

The financial council, which 
includes Ming focal brokers such 
aa Troika Dialog and MFK 
ftnaJscancftrM wall a tnwnmtaml 
investment banks like Credit Subm 
First Boston, also intends to lobby 
the govsniraant to improve the 
corporate governance environment 
within Russia. 

Abuses of minority shareholder 
rights have deterred many foreign 
fond managers from venturing into 
the Russian market, which has 
plunged more than two-thinte tbk 
year. 

The Russian government la 
encouraging the stockbrokers* 
initiative, although it has not given 
it any direct support 



Debt plans aider Brest, Fags 2 


Arrest casts a shadow over 
Lisbon’s prestige world fair 




hUrim 


Por tugue se leaders were struggling 
yesterday to prevent the prestige 
prefect Expo *38 bxvnwiing a source 
of embarrassment rather than 
national pride, after police detained 


the fthfef accou nt ant of the TJahm 
world fair in an Investigation into 
the alleged wwhMBflgn’Hmt of mUHwiB 
or dollars. 

Government ministers and opposi- 
tion leaders united In urging the 
country not to allow the alleged 
fraud to detract from the prestige of. 
the national showpiece, which has 
won wide praise front visitors and 
i wi i p ma tifOTat specialists. - 

Any scandal involving Expo *98, 
which narks the 500th anniversary 
of Vasco da Gama's discovery of the 
sea route around the south of Africa 
from Europe to India, is a blow to 
the national esteem of the Portu- 
guese, who see the exhibition as 
symbol of modem FortugaL 

The fraud probe involves the 
suspected embezzlement of at least 


EsSOOm ($4.«m) from a property 
development linked to the fair. It is 
generating embarrassment which 
, threatens to cast a shadow ova* the 
y)hw exhibition, which has .foiled 
attract the expected number of visi- 
tors so for. The fair, on the theme of 
preserving the oceans, evened on 
May 22 and closes on September 90. 

Jofio Vilela Cal (fairs, the chief 
-acco u ntant of Pargue Expo, a state 

p ftmpany which Jg mrjnlng the exhi- 
bition. was detained during a con- 
cert at the Expo rite on Friday night 

Portuguese media are asking why 
the alleged fraud was not detected 
by a series of independent audits 
before being brought to ligat by an 
internal inquiry. 

The investigation is looking into 
the alleged embezzlement of rbequfw 
used to pay for apartments in a 
block under construction as part of 
the Expo ’98 development. The devel- 
opment involves a large property 
project on the Lisbon waterfront- 

Mr Vilela Caldeira was vice- 
president of the apartment block in 


Question. Antonio Mega Farretra, an 
Expo *98 director, said three other 
exhibition officials, including tin - 
head of computer systems, had been - 
suspended from their posts to 
“ensure the transpare n cy" at tin ~ 
investigation. The secretary-general 
of the event bas also resigned peed- . 
log the results of the inquiry, 

Anttaio Costa, the government 
minister responsible for Expo *9fc. _ 
said the investigation would he 
"carried forward to its ultimate 
consequence” regardless of who was 
implicated. “You cannot play around 
with taxpayers 1 money, 1 ' he said. 

The Socialist government . 1* ..- r - 
hoping to be spared any direct party 
political embarrassment. The .=■ 
detained accountant was appointed 
under the previous centre-right gov- 
ernment at a time when the Social- 
ists were accusing that administra* .- 
tion of failing to crack down oa 
sleaze and corruption. . .. 
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Republic of Ghana 


DIVESTITURE OF 
STATE-OWNED ENTERPRISES 



Tlw Gownuacot of Gianaii part offal owctA R c wtow k Rccw^ P regn t B U ac, i« 
ptumiag a programme of dnsdOR of nme-omnd oatapdics. The D iwiiun 
laqJaneaauoo fosuntnc CDIC) -wm wrabBdwl by die Govajuncst to nepian eat od 
aaooB gsianiKBt poGcet hi rapea of Amdue prapunss, 


The cfimritnrc prognuune m hiitemliidl w ndooe dm Ac of the pnbQc moor end 
to imptow dw pgfbnBMKx of emerpraa by ra ohitfaing prime icdpr mms c ucm «nd 
atpfaaL Die £biiidi2 end mmagaiil fauda mComBmecCvriU be radaonl coddic itxte 
wffl bc able mote effidbitly to mange thebauMra of Gomotmit. TVcpraoecdi boat the 
«de of anapdsra can be mad tin bnpcimw, OMog other tMqp, hfiuinicmi^ holdi 
acracci and cdocatko. 



MODE OF DIVESTITURE 


INVESTMENT ENVIRONMENT 


[nfonnarion and do me n tnud oa g coflcood 
on each e n nap dic GnoJ for (Hvradnuc. 
Once rite hat been done, adedoiao fa made 
a to the preferred made of dmsmjie.T1ifa 
w3l unaOjr be tbe nta of the ampHid 
zmxi by campcthm tendet Hdmwi 

other opdotts tadack the takof jhara (per* 
acukrfy when the aitaprttc alzccdy hu 
tome private sector inveKonj, the creama 
rfjoiinYeiKurccoaipankjbcrweendtt^ate 
aod private nctor invearoa and the ksoing 
ta private sector tmeaaa of air eBamptue's 


Private investon b the divesemue pto- 
grimme ut htncfittq (nun the macro^coo- 
nomfc and sectoral reforms introduced 
under the Governments Economic 
Raornwy Programme -most aorabiy the 
rcbabjfinooa of economic and sodal rn/b- 
stnioun, the QberaBrarion dF imports and 
foreign twhangr . u dl at easy mnl nance 
of (fividexlc, profits and Ext dread. la 
addition, rede regime* devoid of public 
innvoiuoa sod n fen ns that have reduced 
company axes ban helped at make foe 
business dumu mote conducive to invest- 
ment. 


ACCELERATION OF TRE 
DIVESTITURE PROGRAMME 


ENQUIRIES 


Far mote Infoantfou on dncftfaara 


pregraauae, please i 


EmamwSeaecary 

Pistawaw! huip I tiiw'iipiMn Cwmi i iw 
R5/5 Ring Road Eur, NcndiLibotw 
RO. Bos 002. Cimonmaio 
Accra ^ H|H 


The Gavemtoeat, through QIC, fa comndt- 
md go in KodcoBon of the dhaauue pm- 
gramiiK. This it bang idiicvcd prindptU]' 
by means of onriouiang some divesrinircs 
to dw private sector. DIC cknety mopiton 
subcoatractod work to ensure that it b car- 
ried oat in accordance with DIC* proce- 
dme* and acoutoty letponribSirics. 


INVITATION TO PARTICIPATE 


The Gcwcngttcnc is folly comrataed ro the 
tfwilituie propttWTK nod, KXtxfongfyi 
in vita ill invena(s,i»fo foal ud inucu- 
donai.wpinkipKciDit, 


Tet ( 253 - 21 ) 77204 ? 
( 2 HJI) 77311 ? 
( 233 - 21 ) 760281 


ftr ( 233 - 21 ) 773126 


DIC nmunrim a Rq^tucr of pRMflolified 
firms to undertake work oa dfoomtuiw. 
Eio^k fix small assignments w in 
ehuI dretuostatm, QIC in 
ocb assignment, draws up a shon-&r of 
suhAfo finro appearing w the reguter. The 
shonJaud firms are invited m idbma 

pwposahincnnnecrioa with foe andgwncni 
cooeead and foe winning firm Is sdcoed 


DIC mflpmritlefu&ieiuhflftlB 

diveitiarepnredhre m fa Mlowtd fat assy 
panicularcasc 
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UPM-Kymmene predicts ‘more 
forestry sector consolidation’ 

UPM-Kymmene, the Finnish pdp axj psmer 
fpanufachirer, predicted further consolidation in 
die wortcTs fragmented forestry products indus- 
try. m tote of Europe’s leafing paper groins ■ 
announced improved first-half results. Page 12 

£“*™5 r spending boosts WahMart 

W^-M art Sores, the US store operator, posted 
Bn aiha r profits surge fit its second quvtar, 
boosted by the continued strength of US con- 
sumer spencfing. Net profits were up 30 pw 
owt from $795m to $1.034fan. Its tint nor*- 
Chnstmas season figure of over $1ba Page 14 

Tokyo bears brant of yen drop - 

The yen again rode roughshod over Asian mv- 
kets, slipping to an eight-year km against the 
doffar. Japan’s Nikkei 225 Average has dropped 
&9 per cent in seven days. It ended 1.4 per 
cent lower at 1&40099 yesterday. Page 32 

GeoCifies baiter in eaify traffic 

GeoCities, the online comrrasvty of chat pages- 
^kJ personal websites, launched its inffiaJ puMc 
offering. One of the most eagerly awaited list- 
ings of the summer, the stock opened at $33 a 
share on the Nasdaq. Page 14 

Goldman offer to create wind&fts 

Protestations by Gold- 
man Sachs' co-chair- 
men Jon Corzine and 
Hank.Pauteon <MQ, 
that the Inve s t m ent 
bank's move to pnfrBr 
status is strategically 
motivated have some 
credibiSty, since pari- - 
ners had repeatedly 
rejected prop osal s to 
take the firm pubBc. 

But Goldman’s 189 
partners do stand to gain a massive windtefl. 
totaling at least $40m each, with the Ann’s top 
executives receiving about 8250m. Page 14 

Small oil producers feel tbe pincti 

limes are hsri for America's smafl a3 produc- 
ers. The Independent Petroleum Association of 
America has warned of a “crisis" for the US If 
the small producers, who operate 500,000 mar- 
ginally economic weSs across the country, m 
driven to toe wafl. Page 22 

Greece allows bigger drachma deals 

Greece is to increase the size of dr a c hm a 
issues by fordgn borrowers in order to accom- 
modate file growing number of institutions ItetiQ 
to gamble on Emu interest rate cohvtt^efieeln 
' cfrachma denofriiniifwri debt Page 20 . 

Boosey&Hawkes prospects baclear 

Though Boc^ey&Hawkes, the instruments . 
maker and music pubfisher, survived fiwtoreat 
of sale, it is difficult to see where real growth ~ ■ 
will come from in fin short term. Page IS - 



Electrolux buoyant at half-year 


ByTtatierttr 


Etectonta^ toe worid’s Ingest 
sapjdier of boos^old appli- 
ances, ytndiy .a aasttocid a 
sharp inc rease tn lirStrhsH 
profits as Inmyant Sarppean 
anH fJS i I h mimI yri-flu bene- 
fits of fstruetnrtng nywiTMiip 
heavy sates to 'A£a 

and BrezSL 

UsdesiySng profits at the 
Swedish gr oup , wfa&b is half- 
way through a-3&2.Sbn 
ovadufcHi, Jimped sz 

per cent to MffiOad m sales., 
up from SKXttlmn to 
SEieostBi. ’ J.r 

Ifldiati. TreK&cnr.wito took 
over as chief i a nc ulfy e last 
year, sted UmfigraeaTsOected 
i agsovad pmt to iij Mty nad tie- 
tog volume sales & Europe 


Reorganisation takes effect at Swedish appliances group 


and North America - which 
rose 7 and u per coot respec- 
tively to the six months to 
June 30. ‘ ' 

Slec tiohufe overwhelming 
exposure to those markets 
mure than (rfteet declines to 
south. east. Asia, wh ere sates 
hajwd. wfcfle demand to Brazil 
stomped by. almost a third. 

BCr-^rteQ|iow add the group 
bad teken. 4 ^Krl7&m charge to 
meet tiw jedoced demand. 
After stripping out soch items, 
the secobd quarter oper atin g 
xoiXgbx 'haA reached 5.7 per 

Cant, tb s M gl u a t mnry in Jjf 

any qoata- since Bes". 

Al&ougb - Mr Trescbow 
admitted it was some way 


from achieving a margi n tar- 
get of between &5 ami 7 per 
rant, Stectrolnx’a meet com- 
monly traded B shares defied a 
lQgatpOfat tell to Stockholm’s 
SX index by rising SXr4 to 
SKrliXSO. . . . 

For the year as a whole, he 
said, statoe market conditions 
to Europe and the US - cou- 
pled vrtto ftuther restructuring 
benefits - should lead to a con- 
siderable im p rovement to full- 
year pro fit s . 

“a is a remarkable come- 
back and should pay farther 
divid ends nnra the canpsny 
fOBy ccmptetee its reorganisa- 
tion azsl dosure programme,’* 
said ooe analyst in lAori pn 


So ter tbe gnu® has dos e d 
or sold 13 snail plants to its 
professional appliances divi- 
sion and has reduced its work- 

force by 3^00. Of the 12,000 job 
losses announced when the 
restructuring was unveiled 
last autumn, some 7JOO have 
now gum 

Mr Trascbow said the group 
would use the remaining 
SKn^fim of its restructuring 
provision to withdraw from 
noo-core areas such as indus- 
trial teiaaby e quipment, and 
to shut down three more 
plants making r efrig er ato rs 
and trousers. 

After accounting for last 
year’s SKx2£bn provisions. 


pre-tax profits jumped lo 
SKr2.94bn to the first half, 
compared with a loss of 
SKrtllm last time. 

One-off items to 1997 alsu 
flattered the headline operat- 
ing profits, which rose from 
SKr432m to SKra.Sbn. Earn- 
ings per share were SKr5.2U. 
compared with losses erf SKrl.l 
Imi time. 

Profits rose solidly in ail 
three of the group's main divi- 
sions. Household appliances 
contributed gains of 
SKrl.€8bn, up from SKrl.dSbn. 

Profits from professional 
appliances, which has been the 
target for much aS the restruct- 
uring, leaped from SKrMm to 
SKr326m. Outdoor products 
reported gains of SKrl-2Jbn, 
against SKri.Ubn last time. 
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shares 
down 7% on $507m loss 


hteorttik 


US . health maintenance 
companies suffered another 
Wo# yesterday as Oxford 
Health Plans, toe. troubled 
New York area health manage- 
ment co m pany, announced ft 
had taken a S507.6m loss on 
revenues of fl.lflhn to the sec- 
ond quarts-. 

The news' followed last 
week’s $9QQm charge from 
United Healthcare, which cov- 
ered its stra te gio withdrawal 
from the Medicare ny#** to 
several regkma, and the subse- 
quent abandonment of Unit- 
ed’s planned merger with 
Humana. This deal, valued at 
3&5bn on itsannounoanent to 
May, would have created the- 
largest health management 
organisation in the US. 

‘ Dramatic selling of health- 
care stocks continued in morn- 
ing trading on Wall Street By 
raid-session, Oxford was down 
$| at $6£, a tell cf more than 7 
per cent far the day. ft peaked 
last year af 565. 

Other health' maintenance 
organisations fell, too. 
Humana dropped mere than 6 
per cent, down G% at $16%. 


Utdted foil another 5 per cent 
to $81%. ft had been trading at 
more than $S8 last weA before 
it announced the charge. 

• AH other leading healthame 
cteupanies r eg istere d f alls ter 
worse toan that of the market 
as a whole. Oxford’s loss 
todudad onfrcfi r W g M intro- 
duced by Herman Payson, the 
i±i£f executive who took over, 
this year. He aakl they w«re ; 
atoned at “drawing a line to the 
sand* and separating the com- 
pany from its past 
They include a restructuring 
charge of S174m; which wfD 
cover a range of disposals of 
subsidiaries, this will involve 
the company withdrawing 
from commercial businesses In 
Florida, New Hampshire and 
Jlfiimis. and from several Med- 
icaid businesses. It will also 
attempt to enter a risk-sharing 
deal with healthcare providers 
for its Medicare business. 
Oxford is also taking an 
unusual charge of $H2m to 
cover its write-off of its tavestr 
roant to FPA Medical Manage- 
ment, which has filed for bank- 
ruptcy protection, and to 
strengthen reserves. 

'JBafore the charges ware 


included, the company lost 
$182. 04m during the quarter. 
Its medical Ion ratio, express- 
ing Its total expenditure on 
healthcare services as a pro- 
portion of the premiums it 
received, was 1QBA per cent, 
including . the effect of the 
charges. 

. Its problems stem from a 
computer systems problem last 
year, which meant it Called to 
spot many serious warnings 
si gn als about its financial 
health and the medical costs ft 
was paying. This also led to 
serious service problems, with 
many doctors and other pn> 

.vldera complaining they had 
been left unpaid. 

Systems problems and diffi- 
culties operating the Medicare 
business profitably have both 
been common problems afflict- 
ing the sector in the last year. 

Under Medicare, the state- 
sponsored insurance scheme 
tor the elderly, health mainte- 
nance organisations’ re- 
imbursement rates are con- 
trolled by the government and 
vary from state to state and 
from county to county, making 
It very difficult to create com- 
puter systems to contain costs. 


BOC to axe 3,700 jobs in 
worldwide restructuring 





BOG. the UK-based industrial 
gases group, is to axe a tenth 
of its wp rtft rce 7 frlOO fobs - 
to its biggest worldwide re- 
organisation to two decades. , 
..The group has been badly 
hit by the east Aslan financial 
-and. tire strong pound. 
Ttaamkranx, waft- 

saU the hfove wD&ld cut 
alo ud costs by at least £UQm 
f$198m) within two years and 
was also tomed ut ebangtog 

the group's approach to 
bdstoKs. ’ 

“This fs not tost a slash' and 
bum fob/ he Said. M Iffi an 
attempt to took ai the bustoes 
freto a different angle, to 
become more global, and to 
position ourselves prudently to 

OuT nEuX&S. 

The shares rose 5per cart in' 
eariy trading but dosed town 

4p at 736p, compared with 

£21.70 $. year ago. on ttisfei* 
pdxxtment that ti» awasures 
had not been more radical and 
oa concern at the wratinwhig 
deteriorathm to BOC% main 
ma i k ^ s . “They are making 


redundancies but I had hoped 
the fob lasses would be part of 
a larger restructuring, “ said 
Oolto Isaac at Deutsche Bank. 
“This is defensive. It’s a 
response to deteriorating mar- 
ket coodfthms and BOC is not 
doing anything its o ompeti h a a 
haven't started to do already.^ 

BOC sato It wou ld take 
charges of shout £267to - more 
thad analysts had expected - 
to cover the reorganisation 
costs, todaihg the loss (rf 500 
fobs In fl» UK and 3^00 to tbe 
rest id the world, over the next 
two years. ■ 

Mr Rosenkra&z, who said 
when be joined the group two. 
yeass. ago that it would take 
fora: years to . tom it around, 
said businesses would be 
organised on product rather 
thkn regional lines. Earlier 
this year he 1 oversaw the 
disposal of Ohmeda, BOC's 
healthcare division, for £6Um 
and agreed. the sale of. its 
carbide business. ... 

The announ c ement came as 
the group, which in recent 
years has expanded heavily to 
Asia, r ep or ted pretax profits 


of £272»4m (£32S.fen) on sates 
down 53 per cent at £L5Sbn 
for the &st nine mont h s of the 
year. This includes a £167Am 
exceptional charge for the first 
part of toe reatracturtog and a 
£i44m gain on the sale of 
Ohmeda.' Operating profits Ml 
&6 per cent to £36Sm. 

The. underlying results were 
to line with expectations and, 
although profits teH analysts 
-said the group's businesses 
were performing relatively 
robustly in Asia despite the 
difficult conditions there. 
About half of g roup sales are 
In Asia and in South Africa, 
where profits have also bean 
hit by a devalued currency. 

BOC warned that economic 
carnations to toe Pacific Rim 
showed no sign of improve- 
ment with weak demand and 
opportunities far growth hard 
to find. This had hit its Austra- 
lian business. 

. In the UK. the manufactur- 
ing sector hsd been to dedtoe 
since December and bad also 
began to fall in tbe US. 
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Bertelsmann to 
boost centralised 
distribution 


ByAtieel 


ta Baton 


Bertelsmann. Europe's biggest 
martin group, plana to meftihltali 
centralised distribution 
operations far books, music 
ami other mmbhw products 
in the UK and Italy. 

The UK and Italian 
operations, which wifi handle 
Bertelsmann’s own products 
and those of other companies, 
will be modelled on the 
group's vast multi-purpose dis- 
tribution centres to Germany. 
France and Spain. 

Bertelsmann is also stepping 
up its efforts to secure third 
party distribution contracts in 
Europe. Hie company is 
understood to be to talk* to 
win contracts for parts of the 
co ntinent with EMI, the UK 
music group, **»rt Sony Music, 
part of the eponymous Japa- 
nese electronics anri entertain- 
ment company . 

Its expansion comes at a 
time when many areas of 
European consumer products 
distribution, notably music 
and videos, are poised for con- 
aoMdaflon, The cost of equip- 


ping highly automated distri- 
bution centres is so high that 
magy consumer prod ucts co m- 
panies. which have tradition- 
ally handled their own distri- 
bution, are forming joint 
ventures with other companies 
or subcontracting to third par- 
ties. 

Sony Music and Warner 
Music, a subsidiary of Time 
Warner, tbe US entertainment 


company, recently set a prece- 
dent by announcing proposals 
to pool distribution facilities in 
the UK. 

Bertelsmann declined to 
comment on its European 
expansion plans. However, it 
affirmed that the centralised 
distribution business, run by 
its Bertelsmann Distribution 
subsidiary, was one of its 
fastest-growing activities. 

The group, which owns tbe 
Random House and Bantam 
Doubleday Dell book publish- 
ers as well as the RCA and 
Arista record labels, described 
the possibility of winning third 
party contracts from compa- 
nies such as EMI and Sony 
Music as “typical services” it 
might offer. 

Bertfdsman set up its first 
centralised distribution opera- 
tion to Germany, initially to 
handle its core products of 
books, magazines and recorded 
music. 

The operation has since 
expanded into other sectors, 
including mobile phones and 
mail order catalogues, as well 
as running call centres for 
third parties, notably Luft- 
hansa, the German airline. 

Pour years ago, Bertelsmann 
started up similar multi- 
product distribution centres in 
other European countries, 
most recently in Spain. The 
Bertelsmann Distribution divi- 
sion now employs 6.000 people 
and has annual sales of about 
DMTOOm (5387m). 80 percent of 
which comes from third party 
contracts. 


Swiss pay 
$153m for 
stake in 
Siam City 
Cement 


By Ted Bardacka to Bangkok and 
Wfflam Hal to Zwteh 

Hulderbank. the Swiss cement 
company, has acquired 25 per 
cent of Siam City Cement. 
Thailand's second largest 
remcnt company- for 5153m, 
beating competing oITm from 
Blue Circle of the UK and 
Lr’itergv of France. 

Hie purchase Is the latest 
acquisition in south-east Asia 
by western cement groups tak 
) mg advantage nr local prnduc- 
j eis weakened by a slump In 
j ri instruction following the 
regional iinHocial crisis. 

Last month, Cemex of 
Mexico offered £fK7m for a 35 
per cent stake in Semen Gresik 
of Indonesia lu June, Holder 
bank, the world's largest 
cement company, panl tWm 
for a cun trull mg stake in Tong 
Kara Oment. a lending Malay- 
sian producer. In July, the 
Swiss group agreed to invest 
£!10m for a 40 per cent share 
in Union Cement Corporation, 
the Philippines* biggest pro- 
ducer. 

Holderbank's latest purchase 
is the first step in a three-part 
rescue or Siam City, which cur- 
lier this year stopped principal 
repayments on its $80Um for- 
eign debt. In the coming 
months the company will 
increase capital by up to 
$2UUm. via a rights issue, and 
sign a debt restructuring deal 
with its main lenders. 

The move should kick-start 
consolidation and foreign take- 
overs in Thailand’s cement 
industry, which is wallowing 
in debt and suffering from the 
collapse of the country's con- 
struction industry. 

TTI Polenc, which has a debt 
moratorium in place, has been 
entertaining offers from for- 
eign snitors, including Holder- 
bank and Cemex, but has been 
hampered by an inability to 
reach a debt restructuring 
deal. Industry leader Siam 
Cement is consolidating Its 
cement businesses into one 
subsidiary, which could then 
take on a foreign strategic 
partner. 

Holderbank is paying the 
equivalent of 5110 a tonne of 
capacity for a stake in what it 
claims is Thailand’s most effi- 
cient cement producer. It Is 
paying 5153m for Its 25 per 
cent stake, will have a seat on 
tbe hoard, and will contribute 
another S55m to the restruct- 
uring of Siam City's debt 
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Threadneedle 
in Europe. 



The facts point to 
success. 


Strong returns - 

European Select Growth Fund 


Strengthening economies, widespread corporate 

restructuring and cross-border merger activity 

are alt driving European stock markets upwards. 

For investors seeking to maximise the potential 

Of Europe, the Threadneedle European Select 

Growth Fund has the quality to deliver... 

• Consistency - a top 10 performer over the 
last 1,2, 3, 4 a 5 years." 

• Strong track record - 279% growth in the 
last 5 years." 

• Independent recognition - ‘AA’ rating 
by Fund Research and 5 Star rated by 
Micropat"'. 

• Fully PEP qualilying for tax free returns. 

So, invest in Europe with confidence. 

Invest with Thra&dftMdltt. 


Ask your financial adviser about Threadneedle or call 0800 0683000 . 



~ Threadneedle 

investments 


i 


tin 

N 

£! 

O) 


i: 

« 

M 

■«i 

Ecu 











12 




FINANCIAL TfiMES 


121998 


COMPANIES & FINANC E: E UROPE . __ 

FORESTRY PRODUC TS UPM-KYMMENE CHIE F HINTS AT A CQUISITIONS AS L EADING COMPANIES RE PORT RESULTS AHEAD OF FORECASTS 

Paper groups ‘face further consoMajton’ 


By Thu Burt 
hJStooWwIm 

UPM-Kymmene, the Finnish 
Pulp and paper manufac- 
turer, yesterday predicted 
further consolidation in the 
world's fragmented forestry 
products Industry, as four of 
Europe’s leading paper 
groups announced improved 
first-half results. 

The company - which is 
set to be overtaken as the 
region's largest producer fol- 
lowing the |&5bn merger of 
Stora of Sweden and 
Finland's Enso - hinted that 
ft could play a decisive role 


in future acquisitions. 

Juha Nlemeia, UPM-Kym- 
mene chief executive, said: 
“We cannot just watch this 
consolidation from the side- 
lines. We are studying and 
scanning the industry for 
opportunities." 

Announcing -sharply 
increased profits yesterday, 
Mr NlemelB emphasised the 
Finnish group was not under 
pressure to seek deals to 
redress the balance with the 
newly merged Stora Enso, 
which also unveiled consoli- 
dated figures for the first 

half 

“We have no need to make 


a big strategic move but it is 
obvious to us all that the 
'consolidation trend is gath- 
ering pace." he said. 

UPM-Kymmene, Stora and 
Enso - along with Swedish 
rival MoDo - all announced 
improved six-month results 
following price increases in 
fine paper, newsprint and 
magazine grades, and better 
capacity utilisation. 

Of the four paper groups, 
UPM-Kymmene reported pre- 
tax profits op from FM 3 J}bn 
to FM5.6bn ($l,03bn), even 
though sales fell from 

FM26.4bn to FM25.5bn- 

Oparating profits rose 


from FM4A3bn to FM&fflbn. 
fuelled mainly by a fourfold 
increase in contributions by 
magazine papers, which 
reported gains of F&n.-25bn. 
ffamhig * per share 
to FM14457 from FM9B5. 

Store Enso, reporting com- 
bined pro-forma figures, said 
It had also benefited from 
Increase price stability and 
higher volume deliveries for 
pulp, paper and board. 

The enlarged company, 
which is awaiting European 
Commission approval for the 
merger, saw pre-tax profits 
increase from FMl.65bn to 
FM2.9lbn on joint sales 


of FMS1.8bn, up from 
FM2&5bn, in the period to 
June 30. 

It announce! that it would 
be seeking a return on capi- 
tal employed of 13 per cent, 
while also emphasising 
Improved productivity and 
cost competitiveness. 

MoDo, meanwhile, 
reported pre-tax profits up 
by. 52 per cent to SKrl.39bn 
(J172m) in the first half. 

The result achieved on 
sales op from SKrllbn to 
SKrli.Sbn. . - followed 
increased prices and deliv- 
eries of paperboard and 
newsprint Operating profit 


increased from ’SKrUBbn to 
SKrt49bn and earnings per 
share rose to SKriO.80 from 
SKr7. 

Stora Enso MoDo indi- 
cated,. however, that pricing 
pressures had intensified 
during the second quarter, 
while "UPM Kymmene said • 
orders from Asia had fallen 
by one-third across aD prod- ' 
' net groups. . 

Nevertheless, the Finnish 
group suggested it was bet- 
ter placed than rivals to 
absorb such pressures 
because of greater exposure 
to the US and western Euro- 
pean markets. 


Investor eyes 
IT and telecoms 
as returns sag 


ByTtai But 

Investor, the main 
investment vehicle of Swe- 
den's Wallenberg business 
empire, vowed yesterday to 
increase its exposure to 
high-growth technology and 
telecommunications stocks 
after seeing returns on its 
stock portfolio under- 
perform the Swedish market 
by 7 percentage points over 
the past 12 months. 

The company - which has 
controlling interests in com- 
panies accounting for 43 per 
cent of the Stockholm stock 
exchange — said it been 
held back by sluggish 
growth In parts of its 
portfolio. 

In the year to June 30, 
Investor's total return 
amounted to 20 per cent, 
compared with 27 per cent 
growth for the stock market 
as a whole. 

Claes DahlbSck. chief exec- 
utive, said the group was 
seeking acquisition and 
expansion opportunities In 
four broad areas: informa- 
tion technology, telecommu- 
nications, healthcare and 
ffnanrffli services. 

In particular, he said the 
company was under-exposed 
to IT stocks and had not 
moved fast enough to 
increase its presence in tele- 
communications. 

Investor, for example, has 
seen shares in Ericsson 
increase by 56 per cent dur- 
ing 1998, while shares in 
bearings manufacturer SKF 
declined by 14 per cent 

The company owns 3 per 
cent of Ericsson's shar e cap i- 
tal and 13 per cent of SKFs. 

Officials said that 
increased investment in 
high-growth stocks would be 
coupled with further 
restructuring among compa- 


nies that perform more 
slowly. 

This is expected to fallow 
the three-step plan imposed 
last year by Percy Barnevik, 
Investor chairman: first, 
restructure the company; 
failing that, change the 
management; finally, 
arrange a merger or 


Industry analysts 
suggested yesterday that 
SKF. which is already under 
going restructuring, was the 
most likely candidate for fur- 
ther treatment 

Investor said the overhaul, 
however, was unlikely to 
keep pace with activity over 
the past 12 months, in which 
it has concluded a number of 
strategic deals. 

In that period, SE-Banken, 
its financial flagship, has 
merged with the Swedish 
insurer Trygg-Hansa. Saab 
Aerospace has been listed, 
with a stake sold to British 
Aerospace. Astra, the drugs 
group, has overhauled its US 
joint venture with Merck, 
while Stora. the paper group, 
has announced a merger 
with Enso of Finland. 

In the first half of this 
year, BAe’s acquisition of a 
35 per cent staka in and 
contributions from the stock 
market listing helped to lift 
Investor’s pre-tax profits 
from SKrL51bn to SKrA26bn 
($52701). 

The figures were flattered 
by a SKr3Abn payment from 
BAe and SKr2.14bn derived 
from the Saab share offer. 

Investor’s net asset value 
- measured at June 30 - was 
SKr551a share or SKrll0.4bn, 
compared with SKr442 a 
share or SKr88.4bn at the 
end of 1997. 

The company’s most com- 
monly traded B shares fell 
SKrlO to SKr409. 



Co-operation between the two compan ies dates back to a 189S marketing joint venture for exports of fta Gripen {above) 

Saab and BAe extend links 


By Itm Burt 

Saab, the Swedish aircraft 
and defence group, yesterday 
signalled the latest phase of 
the restructuring in 
Europe's defence industry by 
announcing plans to develop 
joint supply chain and cus- 
tomer support operations 
with British Aerospace. 

This follows BAe’s acquisi- 
tion of a 35 per omit stake in 
Saab earlier this year, and 
comes less than a week after 
three senior BAe executives 
attended their first board 
meeting as directors of the 
Swedish company. 

“We are looking at bow we 
can get more out of our rela- 
tionship with BAe, and we 
are in the process of hiring 
more people from the UK to 
key positions In Saab." said 


FIDELITY FUNDS SICAV 

Socifti (flnvcstisseiTKia ^ Capital Variable 
KansalKs House - Place at PEkmIc 
B.P. 2174, L-1021 Luxembourg 
R.C- No B 34036 

fidelity Funds SICAV (the "Fund") has declared a quarterly dividend hi respect of ihe Surfing Bond 
Ftmd and an annual dividend in respect of shares ofeacb of the undemeted sub-tods held ar dose of 
business on July 31. 1998. Tte dhriaaid amotmi. Bearer coupon number and payment currency arc 
as indicated below. In the case of registered shares, dividends will be reinvested in additional shares 
of the relevant fund as appropriate on August 3. 1998 (Es-dhridBid date) and cash distributions will 
be effected »i (Tan 10 business days, on August 17. 1998. Dividends not cashed within S years Bom 
payment will lapse and the dividend will revert to the Fund. 


SUB-FUND NAME 


PAYMENT 

DIVIDEND 

COUPON 

CURRENCY 

PER SHARE 

NUMBER 

GBP 

0.0049 

31 

USD 

0.1608 

16 

XEU 

0.6614 

9 

DEM 

I.3Q39 

2 

USD 

0.0504 

10 

DEM 

0.2360 

4 

DEM 

03801 

1 

DEM 

0^019 

1 

USD 

0.6016 

1 

DEM 

0.0002 

2 

DEM 

0.0002 

’ 1 

USD 

0.9648 

7 

AUD 

0.1991 

6 

ESP 

0.884! 

4 

USD 

0.0546 

2 

USD 

0.0677 

2 

SEK 

0.3402 

2 

USD 

0.0035 

5 

DEM 

0.0063 

1 

GBP 

0.0001 

l 

USD 

OU255 

5 

GBP 

0.0276 

4 

USD 

0.1256 

1 

USD 

0.0422 

1 

DEM 

0.1647 

I 

i DEM 

0.1749 
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Sterling Bond Fund 
US Dollar Band Fund 
European Bond Fund 
PA European Bond Fund 
International Bond Fund 
European Balanced Fund 
CapiulBuildcT DM I nc o m e Fund 
Cdpifid Builder DM Cash Ftmd 
US Dollar Cash Fund 
European Growth Fund 
FA European Growth Fond 
Hong Kong & China Fund 
Australia Fund 
Iberia Fond 1 ** 

Larin America Fund** 

Malaysia Fund 
Nordic Fund** 

South East Asia Fund* 

PA So uth East Asia Fund 
FPPS - Sterling Growth Fund 
Thailand Fund** 

United Kingdom Fund** 

FPS HK Balanced Growth Fund 
FPS HK Higher Growth Fund 
PA FPS DM Defensive Fund 


•“Please note that in order ro comply with UK Distributor Status rules, the distribution for these 
Funds fully or partly indudes a distribatioa far the fiscal year 1996-1997. 

Dividends will be paid ro holders of Beater Shares in die currency of denomination of (be sub-fimd 
(or by arrangement with iheRtying Agent and at the cost of the slweboWct many other cuimxy) 
against tender of the coupon number listed to: 

Paying Agent in Luxembourg: 

BANKERS TRUST LUXEMBOURG SA. 

P.O. BOX 807 

14. BOULEVARD FD. ROOSEVELT 
L-2430 LUXEMBOURG 


Paying Agent in Ireland: 

Bodnrel! t imbed 
41-45 ST. Stephen’s Green 

DUBLIN 2 


Plying Agent in Sweden: 

SvcnskaHandcfabankcn 
Blasieboimstotg, 12 
10670 STOCKHOLM 
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Bengt Halse, chief executive. 

Saab is understood to be 
negotiating with a number 
of BAe staff about moving to 
its Linkdping headquarters 
in southern Sweden. 

Mr Halse Is keen to tap 
BAe’s expertise In supply 

fhain manageme nt and Cus- 
tomer support in regional 
aircraft, an area where Saab 
has decided to transform 
itself from an aircraft manu- 
facturer into a component 
and airframe supplier. 

Co-operation between the 
two companies dates back to 
a 1995 marketing joint ven- 
ture for exports of the Gri- 
pen. Saah’s fourth genera- 
tion combat aircraft 

Although the G ripen has 
yet to secure its first export 
order, Mr Halse said BAe 
and Saab believed it could 

Decline in 
oil price 
hits Neste 

By Tim Burt 

Neste, the Finnish oO and 
petrochemicals group, yes- 
terday blamed weak oil 
prices and increased explora- 
tion costs for a sharp foil in 
first half profits. 

The company, which is 
merging with state power 
group Imatran Vobna (IVO), 
said pre-tax profits fell to 
FM255m ($47m) in the six 
months to June 30 from 
FM460m last time, as sales 
shrank from FM22.3bn to 
FM19.8bn- 

The figures were expected 
to be the last separate first- 
half results from Neste 
before Its merger with IVO. 
This summer the two compa- 
nies became subsidiaries of 
Fortum, a new holding 
group due to be privatised 
by the Finnish government 
this autumn. 

For the first half, Neste 
saw profits foil in three of its 
four main divisions. In spite 
of volatile crude prices, the 
oil division reported profits 
up from FM2S8m to FM343m. 
That contrasted sharply with, 
the exploration and produc- 
tion arm.- where profits fell 
from FM222m to just FMSOm. 
Contributions from the 
energy and chemicals divi- 
sions fell respectively from 
FM213m to FMl94m and 
from FM159m to FMl23m. 

Earnings per share foil to 
FM3J3, down from FM1.7B. 

At IVO, meanwhile, pre- 
tax profits fell from 
FMl.56bn to FMLMbn on 
reduced sales of FMS.Shn, 
down from FM&99bn in. the 
first halt Lower electricity 
-sales and a weaker contribu- 
tion from engineering activi- 
ties depressed the figures. 
Operating profits declined to 
FMl.33bn from FMl.52bn, 
although earnings per share 
rose modestly to FM7.46. 


capture 20 per .of the esti- 
mated 400-aircraft demand 
fru such fighters. - 

The companies are also 
cooperating on a bid to sup- 
ply new generation air-to-air 
missiles for the UK ministry 
of defence. 

Mr Halse said such work 
and the commitment 
towards restructuring by 
defence ministers in the UK. 
France. Spain, Italy and Swe- 
den opened “significant pos- 
sibilities" for Saab. 

He •’ was speaking after 
Saab unveiled maiden half- 
year profits following its list- 
ing last month on the Stock- 
holm stock exchange. 

The company - floated by 
Investor, the main invest- 
ment vehicle of Sweden's 
Wallenberg business family - 
saw pre-tax profits jump 


from SKrl77m to SKr475m 
($5&8m} despite flat undesiy- 
ing sales of SKr&BTm in the 
six months to June -30. - 

At the operating level, the 
absence of losses and 
restructuring costs associ- 
ated with regional aircraft 
ppahleri Saab to a 

SKr344m profit, compared 
with a SKr38m loss last time. 

Of the ongoing businesses, 
the sharpest increase was 
achieved in military aero- 
space, where profits rose 
from SKriiTm to SKr286m 
amid, buoyant demand for 
avionics and further Gripen 
deliveries to the Swedish air 
force. 

MfOden eamingB per share 
came in at' SKi8.ll. Hie 
group’s most commonly 
traded B shares fell SXrlJQ 
to SKT70.50. 


PetroFina shares 
fall 5% on results 


By Rea Bucfctay In Brussels 

Shares in PetroFina fell 
5 per cent yesterday after 
the Belgian oil and petro- 
chemicals group reported a 
foil in first-half net profits 
from BFrl0.95bn to 
BFr9.71bn (8265m). 

But the company insisted 
its results compared favoura- 
bly with competitors. Under- 
lying profits before excep- 
tional items were broadly 
flat at BFriOJfibn, against 
BFni.04bn last year. 

The bottom-line figure was 
distorted by a BFr2.7bn gain 
on asset sales in the US and 
Africa, offset by a BFr4Jbn 
write-down on the value of 
stock after the oil price falL 

Analysts said the results 
were in line with expecta- 
tions. and the share price 
decline was largely a correc- 
tion after PetroFina shares 
bucked the Brussels bourse’s 
recent downward trend 


on Friday and Monday. . 

Some analysts also warned 
of a difficult second half, 
with oil prices now below 
even the depressed average 
level of the first half. But the 
cyclical downturn affected 
PetroFina less than some of 
its peers as it is less depen- 
dent on exploration and pro- 
duction. 

Higher refining margins in 
Europe and the dollar’s 
strength pushed pre-tax 
earnings in the downstream 
sector up almost 10 per cent 
from BFrS.4bn to BFr5.59bn 
- despite a BFrL7bn loss an 
stocks. 

RamingB in the chemicals 
sector also recovered 
strongly, increasing from 
BFrS.78bn to BFriL37bn. 

Upstream earnings fell 26 
per cent from BFrLLSfbn to 1 
BFi9.48bn. I 

Group turnover rose 4 per | 
cent from BFr340.3bn to 
BFr352.9 bn. 


Israeli retailers 
edge ahead in half 
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talksvtfithPameWebber 

» . »■ *.r ~ 

Draft* fixpkxatoty talks with 

Psit^N^bo^taVS part of Its drive to 
hTcraaselis lKAWesbT«ttJMn®tg^and asset manage- 
tnenrpiwsefKi^teaiy^rtW with PaineWebber - ... 

in whitf Gentian 

- could erflbte 

tft trlrhlffrT its US 

activities. would com- 

ment oa TBportsitofrfolter^Wch have not yet reached the 
negotiating sta^-Butbankfog s ources said discussions 
had t^ten pla&e,'fioting ftiat Dresdner has constantly rear- 
.flrmed Its ttewiWtjons; 

Analysts ^so'saitf Dreednec indicated at a recent ana- 
tysHs* mert^^i^werebelnfl held on possible deals 
in Europe and^firi^US. "twould not be surprised If it was ' 
tafidng to PalneWebber or a variety of US firms," said Nefl 
Crowder, foift^'anafyst at Goldman Sachs. “This does 
not mean a merger will frwwtaWy take place.”. MichaeL 
Ktein, analyst at Sat Oppenhebn. said AIRanz and Dresdner 
could jointly manage a purchase of PafoeWebber, at up te 
$9bh, with refabve^ase - tiut it would be a big deal for 
Dresdner to undertake alone. . 

: to ttow York, PataeWebber shares rose 6 per cent to 
$47ft-tn morning trading. WUh assets txrder management 
of ftmaS55bh, ft fo prliTOi^a.rateD brokerage and asset 
management finaxonjoyfos^only modest success in invest- 
ment banking. Other potential targets for Dresdner include 
Donaldson, Lufkin & Jenrette, m^orityKwned by Axa-UAP 
of France, and Lehman Brothers, an independent divest- 
ment bank which haB seen a resurgence In profftabffity. 
Andrew FWnr, Fra riH Rat and T racy Corrigan, New York 
See 'Lax 


FRANCE - ; ^ 

Bouygues experts upturn 

Bouygues, the French constrcetion. telavision and tele- 
cotomjnlcaBons grot#, yesterday reported a 2 A per cent 
advance m -first-half turnover and said it expected an 
upturn in its building and pubic works activities in the sec- 
ond six months. 

The company, Ihe subject of a simmering feud between 
theBouygues fiarrtiiy fttl Vtoent BoBorfi, a Ranch finan- 
cier with a sizeable groqp of^his own, said fts building aid 
public woite actfyRy^tfefr reached Its lowest point and 
shoi^d recover (Axfrig die second half of 1998”. ft said its 
order book in the sector storfo at J=fr22.3bn ($3.7bn) at 
encKkjfy 1998, againstvFFIi2IL8bn a year eaitier. 

; Bbuguas reported fWf-fwIf turnover of FFr43.4bn, 
against Fft-42.«fon in Construction was one of the 

pats of the BooyQues business that attracted Mr BoflorS, 
who has built 11 per cent in the group. The 

Shares climbed, FFr8, qr fl.8 per cent, to FFr1,073, signifi- 
cantly outperforming the beftchrhark CAC-40 indax which 
feB another 2A per cent pavM .Owen, Paris 


DIAMON D S •• v ; - ; • 

Asia affects Pe Beers * 

De Beers, fre-South African diamond mining and invest- 
.mant group whictLhas sought to revive a figging diamond 
mteket by reftfctjeglhe stppfy Of precfoiis^wieSi yester- 
day reported shar^ tower profits in the first half of the 
year. Combinadiiat earnings of De Beers Consofidated 
Mines and fts Swiss sister company De Beers Centenary 
feU 57 per cent to $336ny largely b ecause of lower tfia- 
mond income.- Combined cBvkiends were maintained at 
27.4 cents. De D e o r s blamed the loss of sales in Japan 
and south-east Asia. Victor Mallet, Johannesburg 
See Lex 


AUSTRIA 

Erste Bank ahead 6.5% midway 

Ecste Bank, Austria’s second biggest, increased pre-tax 
profits 6.5 per cent to Sch225bn f$180m) in the first half 
of 1998. Net Interest Income fefl to Sch5bn, commission 
and fee income rose. 20 par cent to Sch2bn, and net profit 
from tratfing activities rose 12.5 per cent to Sch776m. 

. Operating expenses rose 5.4 per cent, to SchQjn, andthe' 
group’s cratftcome ratio feC from 73.1 per cent to 723 
per cent Erste Bank's shares have outperformed the mar- 
ket sfoce they were floated last December at Sch610. 
WUOam HaB, Zurich 


Commerzbank Overseas Finance N.V. 
USD 150,000,000 Subordinated Coflared 
Floating Rato Guaranteed Notes Due 2005 

In accordance with the provisions erf the Notes the following 
notice Is horaby given: 

Interest Period: August 11, 1998 to February 11, 1999 

(184 days} 

I n terest Rate: % pj. 

Coupon Amount: USD 14056 per USD 5,000 Note 
USD Z811.11 per USD 100,000 Note 
Payment Date: February 11, 1999 

FnmtfuftfMain, August 1998 

COMMERZBANK A 


Cases di Risparmio di Verona Vicenza 
BeUuno e Ancona 
U^4100^00,000 

Floating Rate Depositary Receipts Due 1999 
** el **"!* •» •* s.9375% 

ood poyoUe on the ralevenl bitarnt Payment Data 

crnBAN<€> 
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By Judjr Derapssy in Anisatoii) 

Supersol. one of Israel’s 
largest retailing groups, and 
Osem, Its smaller competi- 
tor, yesterday reported mod- 
est increases in revenues 
and net income for the first 
six months, in spite erf a con- 
tinuing slowdown in: the 
economy. 

Supersol’s net income rose 
from Shk48.37m to 
Shk6&24m (S18.5m), while 
revenues climbed from 
Shk?-26hn to Shk2J£bn. 

Sales , at (teem, in which 
Nestlfe, the Swiss food pro- 
ducer, recently lifted its 
stake from 40 per cent to 47 


per cent, climbed from: 
Sfck7703m to Shk873m. Net 
Income increased from 
Sbk32.7m to Sblti&Sm. 

• Israel's First Interna- 
tional Bank reported a 1L7 
per cent decline in net 
income for the second quar- 
ter, blaming higher provi- 
sions for doubtful mortgage 
debts and. the costs of introd- 
ucing a new credit card. 

Net income for the quarter 
fell - from. Shk55.3m to 
Shk4L5m, while for the first 
half it declined from 
5hkI04.3m to Shk92.Im. 
Income before debt provi- 
sions rose from Shk41&7m to 
Shk442Am for the hall 


Republic of Italy 

usji^oo.oeaeoo 

Floating rate notes 

due20& 

ftokek hereby &oen tint 
the notes mill beor. ln t cns t 
atS.5625% per animat fom 
]2Angast 1998 to UNooember 
1998. Enla est p ajubteaa 12 . 
fifooember 199SaiB 
amount to USSI4JZ2pcr '. 
US$1000 note, US$14115 
per US$10,000 note ani ■ 
USS1,42IS3 per US$1 00,000 
next - 
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CO MPANI ES & FI NANCE ; ASIA -PACIFIC 

!WgIM |NT TBB STS OVERSEAS GROUPS TAKE ALMOST ONE-TENTH OF JAPANESE MARKET AS FUNDS UNDER MANAGEMENT LEAP 120% 


Foreign fund managers surge in Japan 


By OBaa Tett in Tokyo 

Foreign financial companies 
aaro now seized^almost one- 
tenth or the entire Japanese 
investment trust market, as 
their funds under manage' 
molt s urged 120 per cent 
during the past year. Total 
assets under management at 
the IS foreign companies 
xose to Y4,i8tftm (J285bn) at 
the end of July. 1SL5 per cent 
higher than a month, earlier. 

These companies now con- 
trol 9.3 per cent of the 


onshore Investment: amt 
market, against 4 per cent a 
Tear ago. the Japanese 
investment trust 
said. 

The increase illustrates 
the inroads farejgzx compa- 

Oledlare ma Wng ]q .lapanoop 

mutual ftmds as Jqa a*s 


lad on attracts new grtn^s 
into . the country. .Onto 
rece nt ly the market' .was 
almost exclusively domi- 
nated by Japanese tat&ais. 

The surge also highhghm 


how the recent fall in the 
yen and the weakness of the 
Japanese economy Is per- 
suading grow ing numbers of 
. Japanese Investors to pur- 
. chase non-yen instruments. 

Non-Japanese companies 
generally specialise in offer- 
ing non-yen Instruments, 
such as European and US 
bends, which have surged in 
popularity in Japan in .the 
-past year. Japanese asset 
. management groups, by con- 
trast. tend to offer pri ma rily 
yen-based products. 


Clifford Shaw, president of 
Merrill Lynch Mercury Asset 
Management in Japan, «»)• 
■“There are a lot of factors 
which favour the foreigners 
at the moment, because we 
offer asset classes which 
have done better because the 
yan has Men and interest 
rales are low.” 

Sana westan fund manag- 
ers suspect the surge , will 
continue as deregulation per- 
suades Japanese savers to 
move their money out. of 
banks and life assurance 


groups- ”2 think we have 
only scratched the surface.” 
Mr Shaw said. 

Others believe the surge 
by foreign groups could end 
if the Japanese economy 
suddenly picks up or tbe yen 
recovers. Edwin Merrier, of 
the Atlantia fond, manage- 
ment group said: "Japan is a 
country of faghtnn and ri ght 
now foreign bonds are fla- 
vour of the month, but 
people are not thinking 
about the credit risk or for- 
eign exchange risk." 


The data show that Gold- 
man Sachs was the largest 
foreign investment trust 
manager. with some 
YZJU7bn under manage- 
ment. 

Credit Suisse was the sec- 
ond largest, with Y383bn 
under management, followed 
by Affiance, with YTUbn of 
funds. 

Dalwa and Nomura were 
the largest .b pinw manag- 
ers. with Yil,309bn and 
Y10.337bn under manage- 
ment respectively. 


Financial big boys of the West go on a ‘dating frenzy’ 

Cross-border alliances rapidly being formed among banks, brokers and finance groups following Big Bang, writes Gwen Robinson 


F or foreign financial 
groups, the trouble with 
Japan these days is not 
finding an opportunity — 
there are too many opportu- 
nities," a European Invest- 
ment bank executive said 
recently. “The problem is 
finding the right one." 

In lust one year, foreign 
fin an cial groups have moved 
at astonishing speed into the 
Japanese financial market, 
previously dominated by 
Japan’s big banks, brokers 
and financial services 
groups. 

Not only have they «*»n 
previously impenetrable bar- 
riers crumble under Japan’s 
“Big Bang" financial reform, 
but they are now being 
courted for their rnarkt»riwg 
know-how and management 
expertise. The result has 
been what one broker calls a 
“financial dating frenzy* 
across markets, including 
mutual funds, consumer 
credit and insurance. 

“Japan for us is the big- 
gest growth opportunity out- 


side the US," 'says Bill Wil- 
der, president of Fidelity 
Investments Japan, which is 
pursuing ni»)iipi» strategies 
including' direct retailing 
“The growth here will be 
incredible, once thing s H>p 
K-styie (defined contribu- 
tion] penman plans take oft" 
The next big trigger will be 
the entry in December of 
Japanese .. banks to the 
mutual fund market, fol- 
lowed by expected deregu- 
lation in. 2000 of pension 
plans. 

Western companies mimt 
now decide whether to find a 
domestic partner, or several, 
or to go it alone. 

Tbe biggest western 
groups have pursued the 
boldest strategies, buying 
their way into the market to 
challenge Japanese competi- 
tors head-on. 

Among the most striking 
moves, GE Capital, the 
financial sendees arm of the 
US General Electric group, 
has made a number of strate- 
gic acquisitions. Most recent 


was its deal to acquire T-afcp . 
Japan's fifth largest con- 
sumer . credit company, 
maadting the first full-scale' 
entry by a western group- 
into the co unt r y 's booming 
consumer finance market 
This followed a landmark 
agreement with • Toho 
Mutual, a life assurance 


with Nfkko Securities, one of 
Japan’s top three brokers, 
and invested gl.6bn to 
acquire a 25 per cent stake 
in Nlkko. Through its 
planned S80bn merger with 
Citicorp, Travelers will also 
ffnk with Citibank, the only 
foreign hawh running a retail 
service in Japan. 


Mutual funds account for less than 
4 per cent of the country’s $8,190bn 
household savings pool. 


company, to develop and dis- 
tribute western-style insur- 
ance products. 

In an equally bold step, 
Merrill Lynch became the 
first : foreign broker to 
ac quire a laftwni retail net- 
work, through the takeover 
of more than 30 branches 
and 2JM0. staff of the foiled 
Yamaichi Securities. - 

Travelers Group, mean- 
while, has formed an invest- 
ment banking joint venture 
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Holderbank builds in Asia 

Thai stake is latest move by ah overseas group into the region’s 
cement industry, report Ted Bardacke and Sander Thoenes 


resterday's acquisition by 
Holderbank of Switzer- 


thy King, regional cement 
analyst, with lhdosnez 


I land of a stake in Thai- WX Carr Securities in Singa- 
land's fflgni City Cement is pore. “Cross-country cost 


•the latest, but certainly not 
the last, move by foreign 
investors -into south-east 
Asia's battered . cement 
industry. ■ 

As big international 
cement companies pick over 
the carcasses of the region's 
devastated bumnesses, they 
are focusing not on- tradi- 
tional measures such as sup- 
ply, demand and investment 
costs, but on production 
costs and export potential. 

The reason is. simple- On 
top of billions of dollars in 
mfoedged foreign debt, the 
industry faces severe overca- 
pacity and a shift to exports 
that analysts, had not expec- 
ted until the turn of_ the 
century. 

Before the economic crisis, 
companies throughout the' 

region were already Increas- 
ing supply much foster than 

demand, but there was still a 

capacity deficit that kept 
prices high and provided 
little incentive to. export 

jTqtj demand ' has been 
slashed too: Thailand was 
down 42 per cent in the fiiflt 
five m onths of tbe. year and 
the decline is accelerating, 
while Indonesian cement 
companies the -big potan- 
rial winners In . the new 
export game - saw sales foil 
28 per cent to 8An tonnes fn 
toe first half, .. 

To survive, which now 
often means being taken 
oyer by a finandaffy sound 
overseas group, exports and 
low production costs are cxu-. 


competitiveness is now a 
major issue." 

Hence the -• excellent 
long-term outlook for Indon- 
esia and more difficult pros- 
pects for Thailand — a rever- 
. sal of the grttwHon in many 
heavy industries in the 
. region’s two biggest coun- 
tries and cement markets. 

Malaysia and toe FhfUp- 


the open market at the same 
price to obtain majority con- 
trol Holderbank and Lafarge 
have been invited to make 
counterMds this month. 

The losers in this tender 
may well take a look at. the 
smaller two companies once 
Gresik has' been sold. But 
the successful sale of Gbesflc 
does not guarantee high bids 
for its competitors. Gresik 
drew much, of toe attention 
because it was by far . the 
largest cement company far 


pines have also seen a wave sale, the only one to report a 
of acquisitions led by Holder- profit and. before the bid 


Hank and the .world's three was m ade, valued at 846 a 
other hig cement companies, tonne of capacity, or less 
Laforge of France, Blue CSr-. than half of its competitors. 
cle at toe UK and Cemex at Moreover, Indocsment and 
Mexico. Semen Ob i nong have each 

stopped servicing more than 

T he real gems are in $900zn in offshore debt, whfle 
fadcgiesla, which has toe Gresik continues servicing a 
only companies in south- mae S25Gm to ofishcre lend- 
east Asia that can make a ers. Gresik’s sales rose In the 
reasonable profit on cement first half, despite falling 
exports; given toe collapse of domestic demand. 


the' export* price to «2l a In Thailand, same analysts 
tonne - less than half- toe say. that Siam Cement 
price of a year ago. Thai appears to have . hit. an 

companies, according to 'Mr e^nrt jaclqpqt, haring raised. 
King, just about break even exports to 30 per cent of rev- 
on a cash basis and therefore ennes - from just 9 per emit 
are vulnerable to further -before toe crista. Bid Chum- 


price declines. 

The three main Indonesian 
cement companies - Semen 
Gresik, Indocement Tunggal 
Prakarsa -and Semen Cibi- 
nong. which control 90 per 
emit of the market - are all 
expected to sett stakes to for- 
eigners to stay in business. 

Indonesian officials to July 
signed a conditional sales 
ag reement with Cemex for a 
35 -per cent stake in Semen 
Gresik. a partially privatised 
cement plant. . 

. Cemex offered. $2S7m, 


pol Ha Lamliang, pres dent, 
says fbe company la barely 
srefifcabte. 

“Excess capacity hr pulp 
jtnd papa- and other indus- 
tries you can export. Excess 
cement is marginally export- 
able but adds nothing to the 
bottom line,” he says. “We 
dinnid have anticipated that 
more. - ft would hire saved 
us a few hundred million 
dollars worth of investment 
in the cement industry, 
which now is a. plant which 
is just sitting there and will 


not only have ■ Cemex offered.. $287m, is just sitting there and wfl 
. S^^Sy^npeti- more than double toe latest not bo used further." 
tirebut internationally com- market price. ^ also offaed. Additional reporting b\ 
-petitive as waff,” says Tun^ to buy -16 par cent more on WSHam Barnes in Bangkok 


After a difficult start in 
Japan, ntrihank last month 
announced a one-year plan 
to increase its domestic net- 
work. from 19 to 30 
branches, and hHH 300 per- 
sonnel to its 1 JQ 0 staff. 

The big push now Is to 
prepare for December’s lift- 
ing Of tbe Haw on KankK rpTT- 
big mutual funds directly to 
clients. Mutual funds 
account for less than 4 per 
cent of tbe country’s 


Yi. 200,000b n ($8,190bn) 

household savings. But 
growth has been rapid in the 
past year and the foreign 
share baa soared from 2 per 
cent to 7 per cent, represent- 
ing YS55bn worth of sales in 
June. 

“The biggest growth In the 
mutual fund market will be 
through wholesale channels, 
in pension funds, especially 
after banks come on linp in 
December. But in toms of 
percentage growth, retail 
will probably have tbe high- 
est growth rates - although 
it's craning from a very low 
base," says Mr Wilder. 

As an initial step, the gov- 
ernment last December 
allowed banks to rent space 
to investment companies to 
sell mutual funds. Since 
then, when Fidelity opened 
its first booth in a branch of 
Sanwa Bank, business has 
surged. The group now oper- 
ates booths at branches of 
six banks and will shortly go 
to nine. By this December, 
when Fidelity will close its 


booths and sell through 
banks, it will be well posi- 
tioned to have its product 
included in the banks’ 
ranges of mutual fends. “Fa- 
ns, getting into those Hank* 
will be the nest big area of 
competition.* Mr Wilder 
says. 

Cross-border alliances 
have lured some of the big- 
gest names, because the 
“quality partnerships cost 
money”, according to one 
analyst. Prudential Insur- 
ance of America said last 
month It would spend S25m 
a more to form a partner- 
ship with Mitsui Trust & 
Banking to develop and mar- 
ket mutual funds. Among 1 
other big groups. Putnam 
Investments of tbe US. Com- 1 
mere International Asset 
Management and Allianz 
have all invested in strate- 
gies to penetrate tbe Japa- 
nese market 

In the end. size does 
appear to matter. “Bigness 
of name helps." says Mr 
Wider. 


NEWS DIGEST 

SHIPBUILDING . 

Won’s fall helps Samsung 
Heavy return to black 

Samsung Heavy Industries, the South Korean shipbuilder, 
reported first-half net profits of Won51bn (S38m|, com- 
pared with a loss of Won9l.3bn a year ago. as a weaker 
currency boosted export earnings. Sales rose 1? per cent 
to Wool .970bn. The faB of the won against the dollar is 

expected to boost fost-haH profits tor Korean shipbuilder, 
as exports are doflar-denramnatad. The weaker currency is 
also expected 10 lead to new orders. John Burton, Seoul 

ELECTRONICS 

Pioneer slides 83% 

Pioneer, one of Japan's leading electronics manufacturers, 
yesterday announced an 82.7 per cent decline in first- 
quarter net profits after taxes and exceptional; . to YI 77m 
(Si. 3m). Operating profits tumbled GO per cent to Y7B0m. 
The group blamed the results on weak sales in Asia and 
South America, increased price competition in consumer 
electronics, and costs associated with a deferred income 
tax payment. The total tax charge increased 14 per cent 
from the previous year to Yl.47bn. 

However, the group reported steady growth in sales, 
both at home and overseas Turnover rose 7.1 per cent to 
Y139bn, which the company said rolloctod gams tram the 
weak yen. 

Overseas sales, which were up 8.8 per cent to Y94.7bn, 
accounted for 68 per cent of turnover. 

Alexandra Harney, Tokyo 

KOREA 

LG in talks on copper unit 

South Korea’s LG Group said it was holding discussions 
with three foreign bidders on acquiring a stake in LG Met- 
als, its copper smelting unit, as part of a plan to raise 
$6.5bn in investment capital from overseas. LG confirmed 
local media reports that Glencore. the Swiss-based com- 
modity trading company, was one ol the potential buyers 
for the company’s facilities in Onsan. South Korea, with a 
decision expected in autumn. 

LG hopes to gain Si bn from the asset sale, which would 
be one of the largest foreign investments in Korea The 
Korean government is pressing LG and other Korean con- 
glomerates to restructure by disposing of non-essential 
subsidiaries. John Burton 
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ENTERTAINMENT SALE WILL MAKE CALIFORNIA-BASED WHEREHOUSE ONE OF THE LARGEST US RECORD RETAILERS 


r'S'f-" v: 


Viacom sells Blockbuster Music 




By Afice Rawsfiwrn 


Viacom, the US media group, 
has concluded, negotiations 
to sell its 378-strong chain of 
Blockbuster Music stores to 
Wherehouse Entertainment, 
a rival US record retailer, for 
SI 15m in rtash. 

The acquisition will estab- 
lish. Wherehouse, which has 
built up a chain of 220 stores 
from its base in Torrance, 
California, as one of the 


larger US record retailers. 

Until now, Torrance's 
Interests have been concen- 
trated in just seven states. 

It will gain a far wider 
regional spread of interests 
by adding the Blockbuster 
Music outlets, which, are dis- 
posed across 33 states. 

For Viacom, which owns 

MTV networks and the Para- 
mount movie studio, the dis- 
posal of Blockbuster Music 
is in line with its strategy of 


reducing its debt by selling 
activities outside Its core 
media and entertainment 
interests. 

Viacom recently sold the 
Simon & Schuster book pub- 
lishing business to Pearson, 
the UK media group which 

owns the Financial Times, 
for $4.6bn. 

Having sold Blockbuster 
Music, it is considering the 
possibility of selling or spin- 
ning off its Blockbuster 


Entertainment video rental 
Cham not year. 

The video chain, which is 
considerably larger than 
Blockbuster Music, Includes 

4.000 stares in the US and 

2.000 elsewhere. 

Viacom affirmed yesterday 
that the disposal was still 
under consideration, but 
said it had yet to mkke a 
final decision. 

If it decides to go «>w»aiT 
Viacom Intends to time the 


transaction for t he fourth 
quarter of 1999. for tax 
reasons. . 

Data recently, Blockbuster 
Entertainment was one of 
Viacom's weaker divisions, 
bat its performance is 
reported to have im proved 

alter a Iftimpluring wmpltf 

which involved Viacom tak- 
ing a *437 m charge in the 
first h alf to write down its 
inventory value. 
Blockbuster Music has 


been unoOdaS? up far sale 
ever since Viacom bought 
Blockbuster Entertainment 
live years ton. 

However, until recently 
Viacom's hopes of -finding a 
buyer were Impeded by the 
weakness of the . US music 
market and the instability of 
fiie record retailfogsactor. 

The market has strength- 
ened since the start of this 
year. 

Wherehouse ann o un ced in 


Maythatttwastoterfrtedin 
purchasing Blockbuster 
Music, which tcblaved prof- 
its befbrefoterwt *&d.t*x of 
ELSm in 1997 on turnover of 


The dear is scheduled far 
completion in the fourth 


Sumner aedstone, Via- 
com's chairman, said tt 
would “enhance {Blocfcbost- 
ert] ability to focus on what 
it does besfcV." 


Market turmoil 
hits Mexican 
finance stocks 


By Henry Tricks In Mexico City 


Mexico's largest financial 
groups saw shares pum- 
melled yesterday as turmoil 
in worldwide emerging mar- 
kets drove up domestic inter- 
est rates and led to fears of 
steep trading losses. 

Ttank valuations were also 
hit by a growing contro ve rs y 
over the cost of a $65bn res- 
cue of the banking system in 
the wake of the 1995 eco- 
nomic 

Opposition parties blocked 
the government's efforts to 
absorb the cost of the bail- 
out, which has raised ques- 
tions about the fate of emer- 
gency government 
obligations given to the 
banks in lieu of bad loans. 

The widely traded B 
shares of Mexico’s two larg- 
est banking groups, Grupo 
F Inane Lero Ban comer and 
Banned, owner of Banamex, 
were down more than 10 per 
cent at midday yesterday. 
Their prices are at less than 
half the peak reached in 
early May, sharply underper- 
forming tbe Mexican market, 
which has also slumped. 

Analysts say investors 
have ignored improvements 
in the two banks’ core busi- 
ness of lending In recent 
quarters to focus on the bad 
news. 

In the second quarter, 
both reported significant 
loan growth, albeit in the 


context of a fast-growing 
economy. Their past-due 
loans, which crippled the 
system during tbe 1995-97 
banking crisis, also fell 

Instead, attention has cen- 
tred on the hanks’ vulnera- 
bility to swings in interest 
rates, especially because of 
their impact on the cost of 
funding in the interbank 
market, where banks acquire 
overnight loans to support 
lending. Higher rates also 
raised fears of new loan 
defaults. 

On Monday, Banco de 
Mexico, the central bank, 
moved to tighten liquidity to 
shore up the peso and head 
off inflationary fears. 

Investors have also steered 
clear of bank stocks because 
of the controversy over Fob- 
aproa, the contingency fund 
that spent 14.5 per cent of 
GDP bailing out the banks in 
the last three years, giving 
banks zero-coupon notes as 
assets in exchange for 
acquiring part of their loan 
portfolios. 

“The whole Fobaproa issue 
has cast a cloud over the 
banks because no one knows 
how it’s going to affect 
them,” said Paul Warme, 
bank analyst at Paribas In 
New York. 

“The question now is 
whether the government will 
have to renegotiate these 
[Fobaproa] agreements, and 
if so, to what extent.” . . 


Goldman Sachs aims to spread the IPO spoils 


Firm’s 189 partners will each receive at least $40m but even 
junior staff will enjoy windfalls, says Tracy Corrigan 


I n an era when the spread 
of stock options and the 
rapid rise of the stock mar- 
ket have provided unprece- 
dented riches for executives 
of many US companies, the 
conversion of Goldman 
Sachs into a publicly quoted 
company will nevertheless 
be an unusual exercise in 
wealth creation. 

Goldman Sachs, whose 
partners formally voted on 
Monday to abandon 130 
years of partnership, will 
raise S3bn~$5bn in an initial 
public offering autumn. 

But this represents only 
10-15 per cent of tbe total 
value of the firm, estimated 
at $25*30bn. And since the 
IPO will inevitably be fol- 
lowed by secondary offer- 
ings. the total value of the 
company - currently owned 
by partners, retired partners 
and a few outside investors, 
inriuriing Japan’s Sumitomo 
Bank - is being divvied up 
in the run-up to the flota- 
tion. 

Co-chairmen Jon Carzine 
and Hank Paulson, who have 
backed the shift to public 
status, have been eager to 
paint the move as strategi- 
cally motivated. 

The firm, they argue, 
needs the greater flexibility 
of a public company's capital 
structure to remain competi- 
tive in a global financial 
market although they say 
they do not envisage 
embarking on a trail of big 
acquisitions. 

Their protestations that 
the debate over abandoning 


the partnership hiw not been 
financially motivated have 
some credibility, since part- 
ners have in the past repeat- 
edly rejected proposals to 
take the firm public, the 
most recent being two years 
ago. 

But Goldman’s 189 part- 
ners each stand to gain 
windfalls totalling at least 
*40m, with senior partners 
getting as much as glOQm 
and top executives around 

fSfiO m 

These numbers are based 
on estimates which value 
the firm at about 3J> to 4 
times its book value of STtm. 
The exact carve-up win not 
be dear until the pricing of 
the IPO. 

Of the existing $Tbn of cap- 
ital, about $L2bn is invested 
by limited partners, mainly 
those who have retired from 
the film and receive interest 
on their i n v e stm e nt . 

They have 10 days from 
Monday's vote to decide 
whether to cash out their 
investments at 1.25 times 
book value; to take Goldman 
stock at 1.55 times book 
value, which they would 
that have to hold for a set 
period; or take an eight-year 
debenture at book value 
paying 12 per cent annual 
interest 

In addition, the company's 
capital also consists of about 
SL5bn owned by external 
investors including Sumi- 
tomo Bank. / / 

People familiar with nego- 
tiations believe that Sumi- 
tomo, which holds prefered 


stock, win most likely take 
Goldman stock. 

But partners and in vestors, 
will not be the only ones to 
hwnw* n from the cashing-in 
of Goldman’s partnership 


Mr Comae has argued 
strongly from the begiimhg 
that the spofls of the offering 
should he shared as widely 
as pnacffilo , 

In an internal memo on 
Monday, he and Mr Paulson 
said that one of the objec- 
tives of the change in struc- 
ture was "sharing ownership 
benefits and responsibility 
more broadly” among 
employees. 


A bout *6b& of tbe value 
of the firm will be 
spread among all 
employees below partner 
level, who win receive 50 per 
cart of their 1998 compensa- 
tion and a set amount for 
each year they have worked 
at Goldman. 

Under this system, even 
senior staff will receive sub- 
stantially i«iw than partners, 
but the best rewarded could 
gain more than jiQm. Never- 
theless, the wealth creation 
tor lowerpaid employees is 
expected to be substantial, 
though not on a par with the 
millionaires created by 
options in Microsoft and 
other high-tech companies. 

As wen as sprouting 
wealth, Goktaan’s manage- 
ment most be hoping that, 
the distribution of equity 
throughout the firm will 
help maintain a cohesive 



Job Cocxina: keen to avoid dhrWve weatth creation 


culture, which can\petito^-WJ^ 

are hoping the change ■ to, ‘ directors ate John Thain. 

structure will shatter. Provt chief ffmrmrini officer, Roy 


ous shffts. from partnership 
to piahik company at Mor- 
gan Stanley and Salomon 
Brothers proved divisive and 
resulted in a numbed of 


Zgckerberg . and Robert 
Burst# vice chairman, and 
John Thornton, head of 
Goldman Sadis Asia. 

Details of fiie initial public 


departures from. bothfirtoS. - offering of 10-15 per cent will 
As part of its sbifotovtezdd <mly be revealed when the 
a public company structure, ■ company files with the Secu- 
Gdbbaan has named- tho six v juries and Exchange Coin- 
members of tta-exon^ttve mission later this month or 
committee sa memb ers iif ito-to early September, and in a 
new board of directors*.- „ .■ prospectus which is expected 

In addition to.JJfc Qp^ina., to be filed ii^ early. October. 
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After * delay caused by US 
stock market rarbutene*, 
GMCttiea, the onfina com- 
munity of cb*t pages and 
p e rs ona l web rites, launched 


. The stock. trie of the most 
•ageryr aywwa new nsungs 
of the summer, opened in 
early afternoon « ws a 
share m 'tht Nasdaq, abate 
twtee-t&e offer 'price of *17. 

.. T^qwctatiop s bad mounted 
since tfreshare price was 
tbs qakr- 

h^ The offering of 4.7am . 
.Shares was expe ct ed to be 
Mfoed- at between *12 and 
*14 a. share, but was 
increased lata cm Monday to 
WV* . share as demand 

Btfonotodii 

. However, soon attar open- 
ing yesterday, the share 
price MI to near the fat 
. "It’s being hurt by the 
broader markets said Ken . 
Fleming. IPO analyst at 
Renaissance Capital in 
Greenwich Connecticut. 
“When the Nasdaq is off 50 
points It's hard for a technol- 
ogy stock to have a block- 
buster opening.” 

US shares plunged to etirty 
trading, as . a broad-bared 
sen-off gripped the market 
azri by early afternoon tbe 
market showed little sign or 
improving. 

“This Is probably going to 
make people jittery about 
committing to after-market 
positions to the stock,” said 
David Menlow, praetdant of 
the IPO Financial Network 
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IMPORTANT: NOTICETO SHAREHOLDERS 
AND FORMER SHAREHOLDERS 


Ural Caspian Oil Corporation Limited 
The New Schibaieff Petroleum Company Limited 
The Grozny-Sundja OH Fields Limited 
The North Caucasian Oil Fields Limited 
(together the “Russian Companies") 


Any person who was a holder of shares In one or more of the 
Russian Companies on 2nd May, 1988 or heir to a holder at that 

date .since deceased is requested to contact The Law Debenture 

Trust Corporation p.Lc. (The Dustae*) as Trustee for the 
Benefidaries (as defined In a Declaration of Trust dated 2nd May, 
1986), with reference to certain arrangements regarding Russian 
Companies compensation moneys at the address below. Your 
letter should oontain details of your shareholding as at that date. 

Any shareholder who has received a letter from the Trustee in 
Ws connection, is requested to Ignore this notice. 

Any holder of bearer shares in The North Caucasian Oi Fields 
Umtied win be required to sign a Declaration that he held such 
bearer shares on 2nd May, 1986 (or that he is the personal 
representative or heir of such a person). The form of such 
Dedaratwn is available on application to the Trustee at the 
address given below. 


TtwThJwt Manager 

The Law Debenture TYust Corporation pJx. 
Princes House 
95 Gresham Street 
London, ECZV7LY 

T2th August. 1998 


NATIONAL BANK OF CANADA 

US$250,000,000 Boating Rate Notes due 1999 


I 

I 


In accordance with the Description of the Notes, notice ts here- 
by given that for the Interest Period from August 12, 1 998 to 
November 12, 1998 the Notes will cany an Interest Rate of 
5.8875% per annum. 

The Interest Amount peyabte cn the relevant Interest Pay- 
ment Date, November 12. 1998 will be US$ 150.46 
per LiSS 10,000 principal amount 
of Note and USS 1,504^8 
per US$ 100,000 principal 
amount of Note. 




The CafcuBtton 
Agent 


REDEMPTION NOTICE 
OF YEN 15,000,000,000 
FLOATING RATE NOTES DUE 2005 
ISSUED BY COMUNIDAD DE MADRID 


Comunidad de Madrid, pursuant to Condition 6 (b) of 
Terms and Conditions of the Notes', hereby give 
irrevocable notice to the Noteholders of the redemption of 
alt of the Notes, at their principal amount; on the Interest 
Payment Date foiling on the 30th of September; 1998. 



Comunidad do Madrid 
CQNSeJBPUADe HM»CA 
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Philip 
Services 
falls into 
the red 


By Scott M o rr tw n in Taranto 



Philip Services' woes 
continued to mount yester- 
day after the Canadian 
waste management company 
report ed a second-quarter 
loss of USJTSn, or 56 cents a 
share, owing to low commod- 
ities prices and higher than 
expected restructuring costs. 

The company said it lost 3 
cents a share excluding 
extraordinary items, while 
analysts had expected earn- 
ings of 2 cents a share before 
special charges. Philip 
posted earnings of USpT^m, 
or U npnts a share, during 
the same period last year. 

The earnings report is the 
latest blow for tbe company, 
which has been beset by cop- 
per trading losses, account- 
ing inaccuracies, large debt 
obligations, a plummeting 
share price and lawsuits 
filed by investors. 

Philip had revenues of 
US$S86m in the quarter com- 
pared with US$354m last 
year, reflecting a series of 
recent acquisitions. But it 
was affected by low prices 
for the metals it sells and by 
falli ng crude prices, which 
led to the deferral of mainte- 
nance work at refineries so*- 
viced by PUtip’s industrial 
services group. 

The company took a 
US$43m loss tor tbe quarter 
associated with liquidating 
its capper inventories. The 
group is trying to return to 
profitability and reduce debt 
by selling its metals 
operations, which account 
for mare thaw half of reve- 
nues. The company incurred 
USJX.lbn In obligations to 
finance its rapid expansion. 

Philip said , a portion of its 
long-tehn liabilities .had 
been reclassified as a cur- 
rent liability, given that it 
did not comply with some 
loan obligations. The group 
said it was trying to reach 
stand-still agreements with 
its creditors to allow time to 
complete the sale of its met- 
als operations assets. 

Philip's shares were down 
IS cents at C$3.75 in late 
morning trading to Toronto.' 
The shares have fallen 
than 85 per cent from their 
52-week. high, of C$27.90 since 
the copper trading losses 
were revealed. 
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helps Wal-Mart surge 


•-+ 


By Rfcfan! Tomkins 
in New York 


Wal-Mart Stores, the US 
discount store operator, 
recorded another surge in 
profits in its second quarter 
to July, helped by the con- 
tinued strength of US con- 
sumer 

Net profits shot up 80 per 
amt from $795m to H-034bn, 
the first time the company 
has recorded a profit of mare 
than $lbn outside the peak 
Christmas season. 

Earnings per share rose 
from 35 cents to 46 cents, 
beating analysts' forec as ts of 
44 cents. But the shares 
eased $Vi to $62ft in early 
afternoon trading as shares 
tumbled across the board. 

US retailers are benefiting . 
from the strength , of the 
domestic economy, . which 
has led to low unemploy- 


ment, real wfcge growth and 
. high levels of spending in 
the stores. 

Wal-Mart has been doing 
particularly well because of 
its aggressive expansion. It 
has also attracted more cus- 
tomers Into stores by offer- 
ing goods people want at 
affordable prices. 

Second-quarter sales rose 
by 18 per cent to $33.5bn. 
Sales at stores open a year 
or more rose by 95 per cent, 
comprising a 9.3 per cent 
increase at Wal-Mart stores 
and a 10.3 per cent increase 
at the Sam's Club member- 
ship warehouses. 

David Glass, chief execu- 
tive, said the company was 
“excited” about the earnings 
growth achieved to the first 
half of the year, but spoke of 
“tempering" enthusiasm for 
. the second half “purely 
because we face strong com- 


parisons resulting from last 
year's solid performance.!,. 

However, Mr Glass said 
the company expected third- 
quarter results to be in line 
with, or slightly better, than 
analysts’ expectations. Ana- 
lysts surveyed by tbe First 
Call research service are pre- 
dicting third-quarter earn- 
ings per share of 41 cents. 

Operating profits in the 
Wal-Mart stores division 
rose 27 per cent to $l£hu to 
the second quarter, while in 
the Sam's Club division, 
they rose by 19 pea: cent to 
5173m. 

to the international divi- 
sion, which now comprises 
Wal^Mart’s recently acquired 
German operations as well 
as those in Argentina; Bra- 
zil, Canada, China, Korea, 
Mexico and Puerto Rico, 
operating profits rose from 
$27m to $l24m. 
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Textron plans 
European buys 


By John tatters 
to New York 


Textron, the US industrial 
and finance conipany, is 
p lan ning an aggressive 


acquisitions campaign In 
Europe, using the proceeds 
of the $3.9hn sale of its Avco 
Financial Services unit to 


Associates First Capital, 
announced yesterday. 

Avco specialises to con- 
sumer lending, and the sale 
completed Textron's exit 
from the retail flrwnrtol ser- 
vices business in the US. It 
had also previously held a 
life assurance company. 

The deal will provide Tex- 
tron with aftertax proceeds 
of $Z9bn. 

While to per cent of this 
wffl be used for repurchasing 
shares, the remainder will be 
used for acquisitions. 

At present, Europe 
accounts for 17 per cent of 
Textron’s' total annual reve- 
nues, and it aims to increase 
this to .40 per 'cent within 
three years. The company 
added that it was also inter- 
ested in exploring opportuni- 
ties for cheap purchases to 
Asia, where it does not have 
as significant a presence. 

AnyacquisWans will prob- 


ably be "bolt-ons" to Its 
existing industrial, aircraft 
and automotive businesses, 
which include Cessna air- 
craft and Bell helicopters. It 
also has an industrial financ- 
ing business. 

. It -will aim to retain a 
broad portfolio of businesses 
so that It avoids reliance on 
specific Industries with long 
product cycles. 

Associates First is one of 
the largest us consumer 
finance companies and was 
spun off from Ford earlier 
this year. 

The acquisition gives it a 
retail presence to several 
new markets outside the US, 
including Australia, New 
Zealand, Hong Kong and 
Indie, and continues its own 
aggressive acquisitions 

pflu q wi g Tv 

The deal, which will take 
about- six months to com- 
plete, will leave The Associ- 
ates with a' loan portfolio of 
about $72bn. 

. The deal priced Avco at 3.3 
times. book value,. roughly 
the norm for retail financial 
services deals in the last 
year. 

Textron was jointly 
advised by Goldman Sachs 
and JP. Morgan. 


Brewers 
break off 
alliance 


By Raymond Cofitt in- Cmcas 


Belgium's Interbrew and 
Venezuela's Cisneros group 
have ended a strategic alli- 
ance that aimed to conquer a 
15 pet cent share of the 
Latin American beer market, ' 
an official close to Cisneros 
said yesterday. 

“There were different 
views on how to develop the 
market,* the official said, 
insisting that the separation 
was “on friendly terms". 

The alliance, formed last 
November, was to . have . 
Invested S2bu over five years . 
to penetrate the Latin Amer- 
ican. beer market - one of 
the world's fastest growing, 
^ith an expected annual 
growth rate of 5 per cent. 

The two companies had 
celebrated the link-up as a 
unique marketing approach 
to promote local ratter than 
global brands. . . 

Regional, the Cisneros 
Group’s Venezuelan brewer 
that was to have been the 
springboard for the alliance, 
claims it has met its growth 
target and increased its mar- 
ket share in Venezuela from 
8 per cent to .17 per cent over, 
the past 10 months. 
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COMPANIES & FINANCE: UK 

^■J j!. CABE COMBINED ANGLO-NORWEGIAN GROUP SEES 8% INT ER IM RISE AS PR ODUCT MIX IMP ROVES 

Merger savings help lift Nycomed Amersham 


By Valeria SkoMn Oslo 

Nycomed Amershanj, the 
An g] oN orwegian di ^ gr ^ogti/. 
imaging and biotechnology 
“GHPaay. yesterday reported 
an Spa- cent rise in first-half 
pre-tax profits to' £ll 4 m 
(S188-lm). driven by a combi- 
nation of merger savings 
and an improved product 

mnr 

The company realised 
total cost savings of £9m in 


the six months to -June 30 
from the effects <£ last year's 
merger. Combined with, 
strong growth In its Imaging 
products,, the company’s 
largest business . nnit^ this, 
helped raise operating profit 
by ? per cent to 027.8m com- 
pared with , a pro forma 
£n&8m last time. 

Sales fell to £667.9m 
(£684m) because of weakness 
in the US market 

The company's life science 


Boosey & Hawkes 
looks to sustain 
those high notes 

Christopher Swann finds the market 
. looking for signs of strong sales growth 


business, Atnershaig Pharm- 
acia Biotech, lifted its sales 
by Qj per cent to £197 .lm. 

Pharma, the pharmacenti- 
cals business, showed a OjS 
per cent increase in operat- 
ing profits to £17.lm, 
reflecting a one-off profit 
from a disposal. BEQ Castell. - 
chief executive, said Pharma 
had not maintained the 

momentum of the past few 

years because of uncertain*' 
.ties in the former Soviet 


;Tou^tuneto_cd& 

Tmmrhy activity . 


Union and investments in 
now product' launches. 

“The company did a little 
bit b et t er than market con- 
sensus,” said Bruce Dfesen, 
analyst at DnB Markets in 
Oslo. "The imaging division 
did better than expected as 
people were talking about 
price pressures in the US on 
its imaging products. But it 
has come out with new prod- 
ucts." 

Mr Castell said the com- 


pany saw turno v e r in two of 
its newer imaging products, 
iodine seeds and Myoview, 
replacing Omnipaque as the 
main revenue contributor. 

. Myoview, a heart imaging 
agent. Is expected to reach 
safes of £5Qm next year, as 
would sales of the iodine 
seeds used in the treatment 
of 'prostrate cancer, said 
Flemming Thorup, Nycomed 
Amersham imaging senior- 
vice president. 



T he diamond tip of a com- 
puterised engraving 
machine etches the Bes- 
son brand on to a trumpet at 
the Boosey and Hawkes fac- 
tory in Edgware. north Lon- 
don. Efficiency gains. Axon 
adopting such specialist 
engineering equipment 
helped make the instrument 
maker and music publisher a 
star performer on the UK 
stock market in the early 
1990s. However, having 
recently survived the threat 
of sale or break-up. Boosey 
may now struggle to justify 
its generous p/e ratio of 205. 

Bichard Holland, the chief 
executive who nursed the 
company back to health in 
the 1980s, is adamant that 
the upside of the business Is 
far from, exhausted. Tried 
and tested strategies bold 
the key. be says. Yet it is 
difficult to see where signifi- 
cant growth will come from 
in the short term. 

First, the company, 
Europe’s largest musical 
instrument maker, must 
overcome the legacy of a 
year of uncertainty which 
ended only in May. The 
shadow, was cast by the 
protracted change in owner- 
ship of its largest share- 
holder, the US publisher 
Carl Fischef. : ' • - 

. In spite of interest from 
EMI and Sony, attracted in . 
part fay- Boosqy's unrivalled 
catalogue of 20th century . 
compositions, its managers 
succeeded in arranging for 


the shares to be placed with 
institutions, restoring Boos- 
ey’s 

However, in the interven- 
ing period the strength of 
sterling and turmoil hi Asia 

were taking the shine off the 
company's strong growth. 

Mr Holland accepts there 
is ground to make up. 
“Between negotiating with a 
lineup of trade buyers. deal-, 
ing with advisers and devto- 
Ing our own scheme, we 
inevitably had less time to 
ran and develop the busi- 
ness” says Mr Holland. Pre- 
cjDos acquisition cp p crtn nt - 
ties _ slipped through 
Boosey’s fingers. 

- Despite fins; pre-tax prof- 
its far 1997 increased 14 per 
cent to £8.1m (313.4m) on 
turnover of £945m - well 
below the 20 pa- cent com- 
pound growth average 
achieved between 1989 and 
1996. Merrill Lynch, com- 
pany brokers, expect this to 
slow to 5 per cent this year. 

Most of the group’s profit 
growth has come from mar- 
gin improvement rather 
than sales growth. As instru- 
ment craftsmen have been 
supplemented by machine 
tools,- -operating margins 
have risen from 5 per cert in 
1993 to 11 per cent In 1997. 
But sales' have risen ‘by & ' 
less spectacular 35 per cent 

Mr Holland is determined 
that the increasing use of 
machines, tools and tech- 
niques poached ' from - the 
engineering. sector, as well 
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as price increases, can con- 
tinue this process. “But at 11 
per cent the celling cannot 
be. far away,” says Roger 

Hawfaun of Wa rriman anii 

Co, the equity analysts. Tf 
the company cannot get for- 
ward motion cm sales it will 
run out of growth.” 

- Worldwide, demand . for 
musical instruments is grow- 
ing, but slowly. In Asia, 
home to Boosey’s principal 
manufacturing competitor, 
Yamaha of Japan, it is more - 
feeble stiff Demand Is grow- 
ing fastest in the US. But a 
strong pound and a weak 
yea makes Boosey’s task a 
tough one. 

Yet -over the past five 
years Boosey has lifted . US 
sales by. 20 per cent a year - 
taking 'its share of the 
instrument market there 
from 2 to 8 per cent Boos- 



ey’s strong portfolio of 
instrument brands com- 
mands half tiie European 
market for some of its prod- 
ucts and gives a strong plat- 
form for growth. However, 
this is a long-term, prospect 
and may only mask a decline 
in east Asia - where the 
group made a loss last year. 

A resolution of the Fischer 
Issue enables Boosey to 
resume its search for 
acquisitions. Rivals are 
largely small and family 
owned. Independence may 
matte- mere than profit to 
many. 

' Nor can the publishing 
cBvisian be expected toiqject 
much dynamism.- The 
annuity-like derived 

from Boosey’s collection - 
which hosts the works of 
Rakhmaninov, Elgar and 
Stravinsky - wfll grcrw, but 


at a pedestrian rate. Royalty 
income from CD sales, 
providing a quarter of 
publishing revenue, is 
declining as consumers 
complete the process of 
converting vinyl collections. 
True, Boosey managed to 
engineer the success of 
Gorecki's Third Symphony, 
which topped the classical 
charts. It has also signed up 
many promising composers. 
But a sanguine acceptance 
that, despite skilful 
promotion, many new 
signings will not make much 
money until after their death 
is indicative of the longterm 
nature of the business. 

Despite the energy and 
skill of Boosey’s 
management, therefore, a 
return to the heady growth 
rates of the early 1990 b 
seems a distant prospect 


Sedgwick insures against mis-selling 


ByJsn KeBy 

Sedgwick, the insurance 
broking group, said, yester- 
day that it had designed an 
insurance product to help 
cap the liabilities it' feces 
from the government’s 
review of pension mis- sell- 
ing. 

Sedgwick said It was mak- 


ing an exceptional charge of 
£80m (3132m), its worst case 
scenario, to meet f-foirnc over 
p ension transfers ~ but now 
had insurance raver for a 
farther. £37m and an option ■ 
on £25m more. 

The shares closed 2p up at 
158p- 

Sax Rfiey, chairman, said 
the model' product bad been 


placed with Insurance com- 
panies In London and Ber- 
muda. 

“We have put together the 
biggest belt and braces we 
could find.” said Mr Riley.. 

The provision was 
announced along with sec- 
ood. quarter results which 
showed profit before tax and 
exceptional Items of £60.1m 


(966.3m). 

Pretax losses for the six 
months to JuneBO, including 
a total exceptional charge of 
977m, were £l6.9m (£66 .5m 
profits). Losses per- share 
were l-3p (8.4p earnings). 
The Interim dividend was 
held at 3p. Sedgwick expec- 
ted a strong last quarter, 
said Mr Rfley. 


waiting game 


Charles Landa at SG Secu- 
rities said: “They’ve been 
very sensible. Analysts 
expected that the £35m pro- 
vision they had indicated 
earlier would be inadequate, 
and this is an Innovative 
solution to the problem. The 
results generally are encour- 
aging given the appalling 
trading conditions.” 




COMMENT 

BOC 


- Kingfisher's terse statement 

yesterday that it did not 
envisage an offer for Casto- 
r ama, the leading DIY chain 
in France, more of 

diplomacy than reality. 

The group took six years 
* to get its hands on Darty, 
the number one French elec- 
trical retailer, and a further- 
two years to build a control- 
ling stake In another big 
operator. 

In both cases, the UK - 
retail conglomerate, which 
owns B&Q, Comet and Wool- 
worths, held talks about 
strategic alliances long 
before it clinched any deals. 

Kingfisher has had an/off 
talks with the family- 
controlled Castorama group 
. * for several years. The most 
recent began just a couple of 

we e k s ego and the comps* 

- nies’ statements admitted 

■ • only to discussions about 

■ “the- commercial benefits of 
y working together” . 


But it is clear that the 
talks will examine every- 
thing from joint buying to 
interimtional Joint ve nt ures 
and even, a takeover by 
Kingfisher. • 

Sir Geoffrey Muicahy, 
Kingfisher’s chief executive, 
is prepared to play the long 
game. . He had to live with 
years of criticism for his 
decision to buy Darty in 1983 
at what was considered to he 
a fall price of £560m, just 
before the French ecanaay 
went into a dive. 

Yet the business is how 
benefiting from an economic 
upturn and looks to have 
been a canny, purchase. 

Kingfisher could repeat 
the exercise if it manages to 
get Castorama to agree to a 
merger, although .it will 
have to win over the -Bn Bois 
family, which has a voting 
majority. 

The business Is considered 
by analysts to be a dass act. 


pn*M 


in spite of a tough three 
years that have seen it suffer 
felling profits at home while 
trying to expand abroad. 

Keith. Wills, retail analyst 
of Goldman Sachs, said: 
"The market position of Cas- 
torama in French DIY is 
probably the strongest of all 
market leaders across the 
major European countries.”. 

The French home improve- 
ment market is beginning to 
pick op after a long stagna- 
tion. However, the problem 
for Castorama is simply that 
its returns are tod low for a 
business with its strong mar- 
ket position. Emma Burdett. 
retail analyst at ABN Amro, 
forecasts that Castorama 
wiD return net margins of 
barely 3 pear cent this year. - 

Part nf the difficulty is 
that tihe French group 
sources many of its products 
In local markets. E&Q, on 
the oth er hand, has 
improved margins by sourc- 


ing internationally. Obvi- 
ously, the benefits could be 
even greater if the two could 
buy jointly, say analysts. 

It will not be easy. DIY 
remains a notoriously local 
market Nevertheless, there 
are areas such as paint and 
timber, said Nick Hawkins, 
retail analyst at Merrill 
Lynch, where combined buy- 
ing could bring benefits. 

Castorama and Its family 
shareholders might only 
agree to participate; in joint 
buying, which gives them 
the benefits and allows them 
to retain control. 

But Sir Geoff will be bet- 
ting that even such a 
watered-down arrangement i 
win bring success, said one 
retail analyst. “They will , 
work together, learn to trust | 
each otter and at same stage 
all family- shareholders 
always sell out, don't they?” 
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Myoview had sales of of 
219.7m in the first half and 
iodine seeds reached £l&7m. 
Omnipaque accounted for 
£78m in turnover at tte 
imaging business from a 
total turnover £ll5L8m at the 
X-ray contract media busi- 
ness. 

A dividend of 1.8p was 
declared, payable out of 
earnings per share of I0.4p 
(9.5p). The shares fell T-p to 

aasp 

Offshore 
moves 
forced 
on S&N 

By Jtany tiKby 

Smith & Nephew. Europe's 
largest medical equipment 
company, yesterday said the 
strength of sterling had 
forced it to move 10 per cent 
of its UK manufacturing 
operation overseas. 

Mr Chris O'Donnell, chief 
executive, said the reloca- 
tions - mainly to France, 
but also to South Africa and 
Indonesia - had seen the 
company run down its UK 
workforce by between 2 and 
3 per cent in each of the past 
two years. 

Smith & Nephew high- 
lighted its moves out of the 
UK as it unveiled a first-half 
decline in pre-tax profits of 
11 per cent, to £7l.9m 
(311dm), an sales down !L5 
per cent at £5169m. 

Adverse currency move- 
ments had cut first-half prof- 
its by £9m and were likely to 
knock £2 5m from full-year 
earnings, the group said. 

Unlike the textile and 
clothing industry, which has 
also been moving out of the 
UK, Smith & Nephew is a 
high-technology manufac- 
turer. If it had not been for 
the strength of sterling, this 
production could and would 
have hj*wi happening in the 
UK,” Mr O’Donnell said. 

The group had also suf- 
fered what it described as “a 
very significant setback” In 
the first half, with the fail- 
ure to secure US regulatory 
approval for Its first biotech- 
nology product, Dexmagraft 

The US Food and Drug 
Administration said it 
needed more information 
than had been collected in 
the first round of clinical tri- 
als. The combination of new 
clinical trials and adverse 
curnsuy movements had cut 
the group’s operating profit 
margins from 17.5 to 153 per 
cent over the last year. 

As a result. Smith & Neph- 
ew’s primary focus had 
shifipd away from achieving 
growth through blue-sky 
technologies. It was now 
concentrating on improving 
its profitability, said Mr 
O’Donnell. 


BOC's restructuring was wv; Rmwi 
expressed in grandiose lan- - 

guage, but the reality looked SuSTSSf 
more prosaic. The plans _ 

Include a big job-shedding *" ' 

exercise, which accounts fear t1 . .11 

nearly half BOC's chunky Jt 

£267ni restructuring charge, im fiy "ft 

There is also a mystery Eton O 

goodwill write-down - break- m 

down undisclosed. Staff cute 

should probably save around 80 — ML.— 

ESOm, so hitting the target of n 

annual savings of £i20m in 70 W- 

two years looks achievable ■ 

once IT benefits and dispoo- 80 ■ ‘ - 1 - — 

als of poorly-performing busi- 1887 ® 

nesses are thrown in. Even t«iw tmm mm 
assuming some savings are 

handed to customers through lower prices, the shake-up 
should still get the group to its 16 per cent margin target 
and yield a return on assets that dears BOCs cost of capital 
- at last. But BOC's rivals arc not standing still. Moat are 
already implementing the changes BOC is grappling with, 
like making its businesses mare rust omer-foc used and 
benchmarking products internationally. It would be a 
shame, therefore, if BOC stopped here. Ami fur investors tu 
overcame thru- current distaste for all things chemical, BOC 
will need to woo them with a share buy-back- Aftisr all, it 
netted £&fOm for its health can 1 business earlier this year 
and seems reluctant to spend it <m acquisitions. 

National Power 

Senior management at National Power cannot be sleeping 
easy in their beds these days, as rumours riirnlate of a 
consortium- led £7bn bid for the company. 

But it is hard to sec haw the deal could create value at the 
600p level - valuing National Power at £72bn - as mutt 
break-up valuations suggest a price considerably lower. That 
assumes a generous valuation of National Power’s interna- 
tional business of say £23n or 1.5 times book value. Throw 
in £4.7bn for National Power's generating assets anti S650m 
far its lease income on other plants, subtract debt of £l.!2bn 
and the break-up value is oUOp a share. Of course, some 
bidders, such as a regional electricity company, may feel 
they can create value through vertical integration. 

A second issue also raises problems: the government, is 
keen for the company to shed assets. A bid at this stage 
could disrupt negotiations. On the other hand. It could be a 
useful gun to National Power’s bead. 

Diageo fends off 
shareholders 


By Robert Wrfgtt 

Two leading shareholders in 
Diageo voted against the 
food and drinks company’s 
executive incentive scheme 
at yesterday's annual meet- 
ing. 

The long-term incentive 
scheme could result in three 
top US-based executives 
being awarded bonuses of 
450 per cent of their annual 
salary. 

That could see Paul Walsh, 
head of the Pillsbury food 
division, receive £2. 65m 
(34.3m) of shares. Jack 
Keenan, head of United Dis- 
tillers. £2.Sm, and Dennis 
Malamatinas, head of Burger 
King. £2.lm. 

UK-based directors would 
be in line for more modest 
bonuses. 

The scheme applies to the 
top 1,000 executives worid- 
wideL It requires Diageo to 
improve its total shareholder 
return against a group iff 19 
other global consumer com- 
panies but proved controver- 
sial because some sharehold- 


ers. led by Standard Life, 
suggested the criteria were 
not sufficiently demanding. 

The company said that, of 
I96bn shares voted an the 
scheme, l.66bn were in 
fevour and 200m against 

The votes were 89 to 11 per 
cent in favour of adopting 
the scheme. 

The company declined to 
name the two institutions 
whose votes were cast 
against but both Standard 
Life and Norwich Union 
■were known to oppose the 
scheme. 

The incentive scheme runs 
from 1996-2000 and will pay 
out in March 2001. 

The three US executives 
will receive shares equal to 
450 per cent of salary if 
Diageo is in the top three of 
the league table of consumer 
companies. 300 per cent if it 
is in the top five, and 100 per 
cent if it is in the top 10. 

The maximum pay-out for 
UK-based executives will be 
150 per cent of salary, drop- 
ping to 50 per cent of salary 
for a top 10 rating. 


CONTRACTS & TEMPERS 

R^publique du Congo 
MGnistere des Finances et du Budget 

TENDER FOR THE SELECTION OF A PRE-SHIPMENT INSPECTION 

COMPANY 

The Government of die Republic of Congo invites sealed proposals from 
internationally reputable: companies for the provision of PSI services covering 
imports and some exports. Interested companies will be required to submit their 
bid in one original and three copies to the Ministry of Finance and Budget, in 
Brazzaville in two separate sealed envelopes: 

- Envelope “A” will contain technical data to be used for prequalificarion 

- Envelope “B” will contain price proposals 

Tenders must be received at 

Ministry of Finance and Budget, Office of Mr. KabaMbouala 
before 15 September 1998 at 12H)0 noon, when public opening wiD take place. 

Proposals should remain valid up to 16 November 1998. They must contain a bid 
bond worth CFA francs 30.000.000 (thirty Million) or its equivalent in convertible 
currency, established in the name of the Ministry of Finance and Budget Bid bond 
is liable to forfeiture, should the Bidder chose to withdraw his/her bid between the 
time of the public bids opening and the expiry of the validity period, or fail to 
accept and sign the contract established in terms with his/her proposal by the 
Ministry of finance and Budget. 

Interested companies can apply for a copy of toe Request for Proposals from one of 
the following sources through a formal request on Company stationary signed by on 
authorized representative: 


Mr. KabaMbooala 1 

Economics Advisor 

Ministfae des Finances et du Budget 

Brazzaville 

Tel: 24241 126$ 

Pax: 242814145 

ICS, (the SWIPCO Group) 

4, roe de la Paix 
1003 Lausanne, Switzerland 
Tat 41 21 318 8230 

Fax: 4121318 8231 


ICS 

1101 30* Street NW 
Suite 305 

Washington, DC 20007 
Tel: (202)333-0092 

Fax: (202)333-0109 


JL 


h 





sFsTasaa. B'SB'e'SB-e g'sesrai? srssrs&a B?8SB , g'8g“B?Pff&. SIS 



WHEN THE WORLD IS MORE CONNECTED 


More connected 


People are informed. Businesses grow without chaos. And change doesn’t intimidate. In the more connected world, networks are fluid and dynamic. And information goes wherever people 
go— because that’s where the work gets done. 9 No one knows that world better than 3Com. After all, it was our invention of Ethernet that got people connected in the first place. And we’re 
already developing technologies to drive the converged networks of the future. Of course, after two decades and over 100 million customer connections, we know that there’s a whole lot more 
to being connected than simply getting connected. « With that in mind, we’re building intelligent networks that allow large enterprises to manoeuvre more quickly and manage more 
confidently. Network access solutions that enable service providers to deliver more services with more reliability. Network-ready products that help growing companies do more with less. And 
personal connectivity tools that offer individuals more speed, more freedom, and more ways to enrich their lives. ■ From the heart of the network to the palm of your hand, 3Com connects 
more people and more businesses, in more ways, than any other networking company in the world. To find out how you can get more connected, visit us at wyyw.3Com.com/mqrecq 
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COMPANIES & FINANCE: THE BP-AMOCO MERGER 
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catapults partners into top league 


The BP-Amoco combination creates the world’s tiiird-biggest 
pet'ochemicafs group and second-largest oil and gas producer, 
end promises a refining capacity to challenge the leaders 


Bjr Virginia Man* chemit 

and aflcades , - sheila 

Yesterday’s deal propels BP ShrfV 
and Amoco from what Sir world'* 
John Browne, HP’s chief and ga 
executtre, described as being barrels 
at the -top of the second day, ax 
division” into the. super in ten 
leaffie previously inhabited llBbn 
by Royal Dotch/Shell. the the A 
Angio-Duich group, and iabn. 
Exxon of the US. In re 

The new groap, to be head- give it 
quartered in the UK and ran Exxon’s 
by a board dominated 13 to rels a 
nfae by BP, will become one still b t 
of the world's top three SbeD oa 
groups in terms of dl and Howe 
-gas production, reserves and Fuller i 
refining capacity. to be < 

It will also become the the eni 
world’s third-largest petro- John, t 

EUROPEAN INVASION 

(iOMVt 

Buying ^ 
spree 

across * 
Atlantic ~ 

Um 

By Rfcfcard Waters bi ltaw Yortc «V 


The push by some of 
Europe’s biggest companies 
into the US has just claimed 
Ms latest, and biggest, target 
And if die appetite for for- 
eign securities on which this 
new wave of acquisitions has 
been launched survives the 
present wobble in world 
stock markets, US experts 
predict that the drive is set 

tO rant innp 

BP’S purchase of the fifth 
largest of the integrated US 
energy groups comes hot on 
the heels of Daimler Benz’s 
agreement to buy Chrysler, 
the smallest of the Big Three 
auto groups. Had it not tried 
to renegotiate the price, a 
move that opened the- door 
to a higher bid from Wodd- 
Com, British Telecommuni- 
cations would also have, car- 
ried off MCI Communica- 
tions, the second-largest 
long-distance c arrier, 

Other prime - corporate 
assets to be snapped up for 
stock in recent . months 
include Alcatel's all-share 
acquisition of DSC. a lading 
maker of data networking 
equipment. . ... 

Helping, to fuel, these pur- 
chases has been the surge - 
until recent days, at least - 
in European stock markets. 
This has provided a more 
powerful takeover currency 
in the form ofADRs, a dol- 
lar-based security tied to the 
parent company’s shares. 

By using such stock, the i 
Europeans have been able to 
benefit from the two big 
advantages enjoyed by US 
companies contemplating a 
domestic merger. One is the 
deferral of capital gains 
taxes that comes with an all- 
stock deal; a purchase for 
eash would have led to an 
immediate crystallisation of 
gafna for tax purposes. 

The other involves the use 
of so-called pooling of inter- 
est accounting - known in 
the UK as merger account- 
ing - which allows two com- 
panies to combine without 
creating any goodwill. 

Despite these benefits, 
however, the - more wide- 
spread use of ADRs may run 
into some resistance. 

“There are some institu- 
tional investors in the US for 
whom holding ADRs would 
fan outside their investment 
criteria." 1 conceded Rod Pea- 
cock, head of JJ*. Morgan’s 
global energy group. . 

-BP- is likely to face fewer 
problems in this regard than 
Daimler Benz. "BP is already 
actively traded here, and 

Amoco win only increase the 

liquidity [of the stock],” said 
Ken Lopian, head . of the 
ADR group at Bank of New 

York, one of the largest 
sponsors, of ADR pro- 
grammes. 

The UK company also 
pays its dividends quarterly 
- a US enstanv tatbor than a 
UK one;, where dividends are 

paid twice a year - and 
promised yesterday- to pro- 
duce Its "Mi" accounts in US 
currency rather than ster- 
ling. ’ 

Daimler Bent, by contrast.' 
plans to issue a new dollar 
based secarity directly, 
rather than using the deposi- 
tary arrangements that are 
normally followed by foreign 
issuers in the US. 

The US and UK methods of 
taring dividends are hfeely 
to represent the main differ- 
ence for Amoco shareholders 
after an acquisition by BP, 
said Mr Lopian at Bank of 
New York. In the US, divi- 
dends are paid gros s, whil e 
UK companies are required 
to withhold tax, wfaj di cm 
be used by investors to offset: 
their own taxes.-. 


chemicals business after 
Shell aud BASF of Germany. 

In on and gas, again after 
Shell, it will become the 
world’s second-largest off 
and gas 'producer with 2J9m 
barrels of oil equivalent a 
day, and the second-biggest 
in terms of reserves with 
118&n boe compared with 
the Angle-Dutch - group’s 
iSbn. 

In refilling, the deal will 
give it capacity close -to' 
Exxon’s at about 2Sbn bar- 
rels a. day althoug h ft wffi 
still be some way behind 
SbeD on 4.40m. 

However, for both Larry 
Puller of Amoco, who is set 
to be; come c&chalrman of 
the »nb| p»d group. anH Sr 
John, the deal was not the 


Homt 16 e oS groups btawf 


end game. "We’re not going 
to settle for an easy third 
place.” Sir John said, '. 

He claimed the extra 
financial muscle of the coco- . 
blued company, and the cost 
savizes it would reap would 
make its products cheaper 
for customers. - 
He also pledged more 
choice for consumers, 
although the tie-up Is 
unlikely to mean motorists 
paying leas for thnir petroL 
By the end of the 2000 - 
the companies say - they hope 
to close the deal this year - 
the Him is to CUt annual 
costs by at least *&n at the 
pre-tax earnings level and 
they hope considerable 
farther synergies will 
emerge once the merged 


group settles down to bush 
ness- 

Of the initial S2hn. some 
$i.25bn will come from 
organisational and opera- 
tional rationalisation includ- 
ing about 6.000 redundan- 
cies, some 6 per cent of the 
combined workforce. A for- 
thee S3QQm will be saved on 
more focused exploration 
while better buying will cut 
annual procurement costa by 

*2Snm- 

Most of the job cuts will be 
til the US. but the rampany 
admitted there would be 
some scaling back of its 
i7,DOOstrong UK workforce. 

Sir -John, who is in line to 
head up the new company, 
said it was too early to say 
how many UK staff could 
lose their jobs. 

"It remains to be seen 
what that number is, but it 
will be small," he said. 

BP, which will dominate 


' the new group, has a for big- 
ger structure in the UK than 
Amoco, which has about 
1.200 staff in tbew UK. 

Larry Fuller added that 
there was very little overlap 
between the two companies' 
operations in Scotland, 
where the UK oil-industry 

has a big presence. 

The deal helps overcome 
what analysts bad perceived 
as cave of BP’S greatest weak- 
nesses - its relatively weak 
position in gas. a sector 
harder to break into quickly 
than otL In contrast, Amoco 

- whose gas business is four 
times the size of BFs - has 
managed to lever off its gas 
expertise and position in its 

us market to build up 
a strong global gas business. 

- In the US, the Amoco 
brand will be extended over 
time to BP’S retail gasoline 
and convenience store out- 
lets but the BP brand will be 


used in the rest of the world. 
The US. where the group 
will be the largest od aud 
gas producer, will also be 
the centre for BP Amoco's 
exploration and production 

operations. 

In- petrochemicals. BP 


notogws, 

While BP has recently 
stepped up its activities in 
the former Soviet Union - 
like Amoco it is heavily 

involved in Azerbaijan's Cas- 
pian Sea territories - and 
has a raft of projects in other 


For Larry Fuller of Amoco, who is set 
to be co-chairman of the enlarged 
group, and Sir John Browne of BP, 
yesterday’s deal was not the end 
game. ‘We’re not going to settle for 
an easy third place, 1 said Sir John. 


Amoco will have a lending 
position in seven core prod- 
ucts including acetic acid, 
acrylonitrile and aroma tin, 
and will also have several 
important proprietary tech- 


(Wrglng markets, the group 
will he more focused on the 
western world than its 
larger peers. 

Of the top three groups It 
will be the only one with 


more than 70 per rent of it-, 
assets in the OECD coun- 
tries and some so per cem ur 
profits generated in the US 
and Europe. 

Yesterday's merger 
announcement came as ml 
prices hit a 10-year imv. 
highlighting the problem- 
currently being faced by the 
industry. Too much ml is 
being produced tn meet 

demand, which has fallen in 
part through the Asian eco- 
nomic meltdown. 

Sir John said; “ Interna - 
tinnaJ competition tn tin 
industry* Is already fierce 
and will grow more acute as 
new players emerge. 

“In such a climate the best 
investment opportunity:, 
will go increasingly to com- 
panies that have the sue and 
financial strength to take on 
those large-scale projects 
that offer a truly distinctive 
return." 


ADRs US INVESTORS WARM TO ALL-STOCK DEALS BY OVERSEAS GROUPS 


llps&Bam operations 


European buyers join the paper round 


By Jane ItartfBMO 
and George Graham 
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The ability to pay for a 
cross-border acquisition with 
paper, rather than cash, has 
opened up the frontlets for 
companies considering over- 
seas deals. 

. The merger between BP 
and Amoco is the third large 
, industrial combination in’ 
recent months in which a 
European company has used 
paper to acquire a US 
company. 

Like France's Alcatel in its 
takeover of DSC Communi- 
cations, a US telecoms equip- 
ment company, BP will issue 
American Depositary 
Receipts - certificates issued 
by a US custodian bank and 
representing foreign shares. 
Daimler initially contem- 
plated the issue of ADRs in 
its merger with Chrysler but 


is now proposing a new vari- 
ant - Global Registered 
Shares listed in both Frank- 
furt and New York. 

Investment bankers said 
yesterday that this form of 
financing still raised difficul- 
ties, but that investors were 
increasingly ready to accept 
a foreign issuer’s paper. 

"ADRs have become 
Increasingly accepted in 
share exchange transactions 
involving US companies." 
said Rod Peacock, who led 
the team from J.P. Morgan 
which advised BP on the 
deal. “It was a mantra of 
prior years that you couldn't 
do cross-border deals witb 
paper, but people have 
become very comfortable 
with the idea." 

Other leading investment 
bankers said cross-border 
deals of this type were likely 
to become more common. 


especially in sectors such as 
oil. where companies needed 
a global reach. 

"The oil. telecoms and 
drugs industries are all 
global businesses and 1 think 
you will find a greater inves- 
tor interest from investors in 
multinational global combi- 
nations of this type." said 
one banker not involved in 
the deaL 

ADRs make it much easier 
to encourage US sharehold- 
ers to accept shares in Euro- 
pean companies. They are 
easier to market to all US 
investors, some of which arc 
constrained through trust 
deeds for example, from 
investing in non -dollar secu- 
rities while others need to 
match exactly the currencies 
in which their assets and lia- 
bilities are denominated. 

Hie depositary receipt sys- 
tem is not available in most 


of Europe, so US acquirers 
cannot easily use tlie satrn- 
technique to pay for a Euro- 
pean acquisition. "European 
shareholders have to like US 
shares or lump them.” soul 
one banker. 

But offering ADRs to l*S 
investors is not without its 
problems. Corporate finan- 
ciers close to the deal 
acknowledged that there 
could be some initial turbu- 
lence in the combined 
group's share price. US fond 
managers whose mandate is 
to track the S&P5na index 
will have to sell, because 
Amoco will drop out of the 
index unless it can persuade 
Standard & Poor's to keep it 
in: while UK institutions will 
need to buy more BP shares 
to keep their holdings in line 
with the enlarged company’s 
weight in the UK’s FTSE 100 
index. This will make it diffi- 


cult to keep a tula I k) per 
cent US holi ling in ihr com 
hined group I'H'n though 
around 31 jn-r cent of BP is 
held by US investor* 

Bt’siik's ,1.1'. Morgan. Mer- 
rill Lynch and Cazennve & 
L’n were corporate brokers to 
BP on the ileal. Amoco was 
ad visit! by Morgan Stanley. 

Investment bankers said 
the impetus for the deal 
rnmo from thn two manacr 
ments. who have known 
each other professionally for 
years. BP executives said 
they had known Amuco's top 
management fur rut years, 
and known them well for l a. 

"In an industry with nnly 
five large participants, you 
don't need to have bright 
ideas to come up with possi- 
ble combinations. Who 
picked up the phone first? 
You can’t tell," said one 
banker close to tile deal. 



CONSOLIDATION SHIFT IN SHARE OF REFINJNG AND DISTRIBUTION MAY ATTRACT ANTI-TRUST SCRUTINY 

Regulators may look downstream 


Byfeh lwlWBtarrfattewYort 

! Coming hard on the heels of 
a three-way merger In the 
I US refining and marketing 
I industry earlier this year, 
the union of Amoco and BP 
i looks set to accelerate the 
consolidation of the down- 
stream business in North 
America, according to oil 
industry experts. 

However, given the grow- 
ing concentration of market 
power that is already under 
way, this is also likely to be 
the aspect off the combina- 
tion that draws the most 
active regulatory scrutiny - 
a fact that the companies 
themselves conceded yester- 
day. • 

The highly fragmented 
business of refining and 
distributing petroleum prod- 
ucts in the US saw its first 
big consolidation earlier this 


year; wifb the completion of ‘ 
a deal ' which 'brought 
together the downstream 
activities of Texaco, Shell 
and Saudi Aramco. That 
combination left the compa- 
nies with about 13 per cent 
of US retail sales of gasoline, 
according to figures pro- 
vided by Amoco and BP. 

That relatively small 
national market share dis- 
guises more pronounced . 
regional strengths, however. 
With its activities concen- 
trated in the western states, 
the three-way union has sto- 
len a march on its far 
smaller regional competi- 
tors, according to industry 
analysts. “The industry over- 
all has had to react to these 
changes." said Rod Peacock 
at J.P. Morgan, which 
advised both Aramco and BP 
on their deals. 

In the same way that that 


deal created a new giant in 
the downstream business in 
the west, the combination of 
Amoco and BP will produce 
a clear leader in many parts 
of the Midwest and the east- 
ern US. 

According to the two com- 
panies. their combined 
operations, accounting for 14 
per cent of retail gasoline 
sales nationally, will make 
them one of the two biggest 
in their industry to 20 of the 
35 states in which they oper- 
ate. 

“Generally speaking, the 
combinations of Shell and 
Texaco and BP and Amoco 
will result in the largest 
players in the regions to 
which they operate.” said 
Scott Setrakian. head of 
energy consulting at Mercer, 
a management consulting 
firm. That is likely to put 
more pressure on other big 


integrated companies, such 
as Chevron, Mobil and 
Exxon. “They are all becom- 
ing relatively much 
smaller.” he said. 

Exxon and Mobil each 
have an estimated 7 per cent 
of the US market for gaso- 
line sales. That gives them 
less scope for the sort of cost 
savings that could help to 
relieve some of the pressure 
that has been felt on down- 
stream profit margins during 
the 1990s. Texaco and Shell, 
for instance, said they expec- 
ted savings of $2bn from 
their deal. 

The greater concentration, 
however, is also likely to 
attract the attention of anti- 
trust regulators. That echoes 
the experience of Texaco and 
Shell, which had to make 
concessions to win approval 
for their own transactions. 
The two companies agreed to 


sell a refinery based to 
Washington state, as well as 
marketing operations in San 
Diego and Hawaii, in order 
to meet regulatory concerns. 

Similar concerns were 
likely to be focused on the 
Midwest operations of 
Amoco and BP. said John 
Lichtblau. chairman of the 
Petroleum Industry 
Research Foundation, an 
industry think-tank. But 
while analysts said this 
might lead to some asset dis- 
posals, these were likely to 
be relatively minor. 

The foci that the profit- 
ability of most refineries 
remained low - despite some 
improvement in recent 
months. - also lessened the 
danger that antitrust regula- 
tors would force the two 
companies to shed assets to 
stimulate more competition, 
added Mr Lichtblau. 


The knight with a vision of a wider realm 


By Botoert GMzfae 

and Vbgtea Ikazsft \ 

In the past year some 
analysts ■ have wondered 
when Sir John Browne 
would become bored with 
running BP, accompany he 
could manage with one hand 
tied behind his back.” 
according to one former 
executive. 

Yesterday’s announcement 
-of the world's biggest indus- 
trial merger suggests it may 
be same time before he wifi 
be tempted to more lofty 
challenges. 

An engineer- by trai ning . 
Sir John, who turned 50 this 
year, has emerged as care of 
the UK’s best business lead- 
ers. Although be has only 
been chief executive of BP 
far three years, the grotto’s 
recent prosperity rests to 
large. part- on- strategies he 
developed earlier In’ the 
decade as bead of explora- 
tion. • : 

But is he the right man to 
run a giant Anglo-American 
oil group? " 

■ in many ways, he appears 
bom to play such a role. He 
istone-of-tbe few UKTrasi- 
npfig leaders who appears at 
honm in- the US. He Is a grad- 
uate of Stanford Business 
School and aits on its advi- 
sory hoard, one of many 
activities he manages to pur- 
sue outride BP. Sir John is 
also a trustee of- the- British 
Museum and a non-executive 
director of SmithKfine Bee- 
chain. the Anglo-American 
drugs co m p an y, and of Intel, 
the . world's largest chip- 
maker. • 

Sir . John - . he was 
knighted earlier this year - 


would probably wince at 
comparisons with Sir Bob 
Horton, the former BP chair- 
man and chief executive who 
was forced to resign to 1992 
when a debt crisis threat- 
ened to engulf the company. 
But some company observ- 
ers say he shares with Hor- 
ton an autocratic outlook. 
“Sure, he is autocratic," says 
one colleague, "and to .that 
respect is like Horton, but 
Browne runs the company to 
a way that Horton would 
like to have done but was 
never capable of doing." 

BP executives add that Sir 
J ohn , nniiitA some of his pre- 
decessors, would also “never 
do a deal that was not under- 
pinned by commercial logic". 

. Although not a natural 

politician, he Is said to have 

cultivated a power base 
within BP - where he has 
worked since joining as a 
graduate trainee from Cam- 
bridge Un iver sity to 1966 - 
and delegated others to do 
the politicking for him. 

S ir John’s •main str engths 

appear to he his grasp of. 

strategy and -his ability to 
pull together aU the threads 
of a complex project ot deal. 
The., latter will be a skill 
much to demand to the 
future. 

In an industry ‘often 
accused of following its own 
laws, he is also praised for 
his vision - his ahlhty to 
look beyond the sector, place 
it in a wider context and 
anticipate the pressures an 
tt 

No tab ly, he tnk«i a 
lead cn responding to grow- 
ing environmental concerns 
and in accepting climate 
change as a threat to his 


industry. He has behaved 
like something of a prophet 
calling on. the industry to 
wake up to the challenges of 
global wanning. Earlier this 
year, for example, he com- 
mitted BP to increasing sales 
of solar energy equipment to 
tlbn ova- the next decade 
from SlOOm now and called 
for new taxation, as part of a 
package of proposals for 
curbing greenhouse gas 
emissions, including carbon 
dioxide from the burning of 
fossil fuels. 

To au d iences around the 
world,- from -Stanford to a 
recent FT dinner for busi- 
ness leaders, he has reaf- 
firmed his unconventional 
belief that up to 6 per cent of 
wold energy supplies could 
be met by renewable sources 
by 2020, and that the figure 
could rise to 50 per cent by 
2050- 

Yesterday, he took time 
out to bis brief presentation 
to share bis view that while 
the distinguishing feature of 
the last 80 years was the 
increased mobility of the 
human race, the next cen- 
tury would be marked by the 
widening range of choice. 

As head of a much larger 
group, Sir John will soon be 
to a much stronger positidu 
to stamp his vision on the 
industry and take on rivals 
such as Shell and Exxon. 

Yesterday he was typically 
plain speaking, describing 
the merger with Amoco as 
“aggressive" rather than 
“defensive’’. 

“There are clearly a lot Of 
things that need doing to 
this industry. In future we 
win be in a position to set 
the standards.” 




... 
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Sir John Brownu: In futu-a we uriB be in a position to set the standards’ 
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PROFILE ABDULMAJEEO SHOMAN 


Patriarch with a mission 


The head of Arab Bank has supported the Palestinian diaspora 
from north Africa to Australia, writes Roula Khalaf 


■PT* The first stop on the 

P road to investment in 
the Palestinian terri- 
tories is often the Amman 
office of Abdulmajeed 
Shaman. 

Enlis ting the financial sup- 
port of the head of the 
Amman-based Arab Bank 
group, one of the largest 
institutions in the Middle 
Bast, is considered key to 
the success of projects and 
to wooing other investors. 
Once Mr Shaman is signed 
on, even with, a symbolic 
stake, other wealthy Pales- 
tinians dutif ully follow. 

As head of a bank that has 
played a significant part in 
Palestinian history, the 85- 
year-old Mr Shaman has nat- 
urally assumed the role of 
patriarch of the Palestinian 
diaspora. His investments in 
Palestine are almost all 
through the bank and are 
driven as much by emotional 
attachment as by a fiery 
ambition to stretch Arab 
Bank’s reach as far as be 


wn 

His father founded the 
hank in Jerusalem in 1930 
and the family still owns 
about 20 per cent. Even after 
60 years with the bank, Mr 
Shoman still spends his 
weekends and holidays in 
the office. Surrounded by a 
clutter of bank memorabilia 
and leather panelled bullet- 
proof walls, be dials dozens 
of phone numbers to (heck 
on his branches around the 
world. 

This network, making up 
the only truly pan-Arab 
bank, extends through the 
Gulf and north Africa and 
stretches as far as China and 
Australia- It has followed 
Arab communities across - 
continents but also opened 
branches or subsidiaries to 
help foreign business deal 
with the Arab world. 

Those who know him say 
Mr Shoman has transferred 
his yearning for the land he 
lost in Palestine into a near 
obsession with building the 
Arab B ank group, an institu- 
tion with Jl7bn in assets. 
The Arab-Israeli conflict has 
haunted Arab Bank. It was 
forced to move its headquar- 
ters to Jordan in 1950. two 


years after the state of Israel 
was established. “In 1967, 

when the Israelis took Jeru- 
salem, they took the money 
from the bank and returned 
some of It only recently. We 
Closed all our branches then 
and refused to reopen during 
the occupation.” ■ 

Arab Bank became the I 
bank of the Palestinian Lib- 
eration Organisation, which 
is still a depositor. The 
Shorn ans - the bank was 
run by his father until 1974 - 
became the principal finan- 
ciers of the Palestinian dias- 
pora, helping merchants 
restart businesses in exile. 

Mr Shaman insists he Is 
not a politician hut he has 
Ms ideas about peace and 
has bad his quarrels with 
Yassir Arafat, the Palestin- 
ian leader. Opposed to the 
1993 Oslo Peace accords 
between Israelis and Pales- 
tinians and the subsequent 
Jordanian peace deal with 
Israel, Mr Shoman insists: 
“You do not negotiate some- 
thing that 1s yours; you fight 
for it, through every means.** 
Still, after Oslo, Arab 
Bank returned to Palestinian 
territory to become the big- 
gest hank, with 18 branches. 
Last year, it also set up the 
Arab Palestinian Investment 


bank and is an investor in a 
group developing h o*pl«e *md 

factories and investing in 
telecommunications. 

But as the peace process 
has faltered, sinking with it 
the Palestinian economy, it 
has become harder for Mr 
Shoman to reconcile his 
investment objectives with 
the over-conservative bank- 
ing style that has character- 
ised Arab Bank since its 
inception. Inside the territo- 
ries, Arab Bank is criticised 
for not lending enough. 

The bank’s prudent style 
hqn earned it a rather dull 
reputation. As one analyst 
put it “The bank will never 
set the world on fire." But it 
is one thing Mr Shoman wiU 
never sacrifice as, in spite of 
the region's volatility, the 
first and only run on the 
bank dates back to the sec- 
ond world war. “Since then, 
people take money out of 
other banks during crisis 
and deposit it with us,” he 
says. 

Mr Shoman joined the 
bank in 1938, after studying 
at New York Uni v ersity and 
doing a stint with what was 
then Chase National Bank. 
His father was a demanding 
man J who bad started out as 
a ladieswear door-to-door 



Family tie: Abdukmajeod Shoman took over from his father Reuters 


salesman in New York. He 
forced his son to leave law 
school and study banking. 

Mr Shoman seems to have 
Inherited a tough and stab- 
bom personality. He has cut 
links with his younger son 
for a marriage he . disap- 
proved of and because of a 

lade of Interest in the family 
bank. 

Mr Shoman’s only distrac- 
tions from banking are a 
taste for fine clothes, a pas- 
sion for baseball and helping 
to run the lives of Ms grand- 
children. He personally 
finances their education. 

Mr Sh Oman's conservative 

managemen t style has madp 
the bank highly dependent 
on him bat it has also kept 
the loan book healthy. 
Althoug h not highly profit- 
able, the hank’s return on 
average assets increased 
from (L99 per cent in 1994 to 
L35 per cent last year. 

Mr Shoman says be no lon- 
ger approves every loan, 
although he has the final say 
on many important deci- 
sions. Bis brother and his 
son run the hank on a 
day-to-day basis and both 
are the prime candidates- to 
succeed him 

He insists he can be con- 
tradicted, as in the bank’s 
recent decision to solicit 
credit ratings. “I am against 
it We don’t need it bat they 
decided and I had to go 
along;" he says. “I am not a 
dictator.” 

The ratings will raise the 
profile of the institution, 
which is quoted on the 
Amman stock exchange, 
among foreign investors. 
The move Is part of a global 
marketing drive to give the 
bank a younger, more vigor- 
ous image to help it attract a 
new generation of depositors 
who may be less loyal to 
Arab Bank than their par- 
ents and grandparents. 

Foreign involvement in 
the bank Is a1an a source of 
anxiety because it might 
bring in Israeli investors, 
which Mr Shoman desper- 
ately wants to keep at bay. 
He is said to trade closely 
through Jordanian brokers 
the buyers of every share, 
and questions institutional 
investors about the origin of 
their funds, bluntly inform- 
ing them of his disapproval 
of any Israeli connection. 


INSTITUTE OF INVESTMENT MANAGEMENT AND RESEARCH 


Examination Results and Prize Winners IT ji/M 11 

June 1998 IJiKIJV 


ROTHSCHILD ASSET MANAGEMENT PRIZE 
FOR ECONOMICS AND APPLIED 
STATISTICAL ANALYSIS 


HR CONFERENCES 
PRIZE FOR PORTFOLIO 
MANAGEMENT 


Jonathan Neil 


MAG Investment 
Management 


Roderick Anderson Rothschild Asset 
Management 


FT INFORMATION PRIZE FOR SECURITIES 
AND INVESTMENT 


IFMA PRIZE FOR INSTITUTIONAL 
FUND MANAGEMENT 


Sebastian Wykeham Singer & Fri ed l a nder 


Peter Knurov 


NEWTON INVESTMENT MANAGEMENT 
PRIZE FOR INTERPRETATION OF 
ACCOUNTS AND CORPORATE FINANCE 


Inresco Europe 

THE WINCOTT FOUNDATION PRIZE 
FOR THE CASE STUDY 


Simon Todd 


Paul Niven 


PDFM 


Royal A Sun Alliance 
Investment Management 


FINANCIAL TRAINING PRIZE 
FOR INVESTMENT REGULATION 
AND PRACTICE 


HYPERION TRAINING PRIZE 
FOR EXCELLENCE 


Mark Baser 


Schroder Investment 
Management 


Zaear Ahmad (jllah Schroder Investment 
Management 


The Following Successfully Completed Their Associate Examination 


D Adsbeui . 


ZAhmadnlLah 

RG A Anderson. 


. Hill Sanmel Asset Management 


S AArain 


.Schroder Investment Management 
■ Rothschild Asset Ma na ge m ent 


PRKrappa 


BMLak&er. 


.InvescoEraope 


CABaaJham. 
MR Baker. 


M & G Investment Ma nagemen t 


J O la ghnn , 


. Rothschild Asset Managanent 


. Citibank N A 


. Schroder Investment Management 


K M Lewy-ThevenoQ . 
C Lnmsdame ______ 


C JBambeny . 
XLBashfortfa 


.Schroder Investment Management 
, Standard Life Assurance 


CRMacFodyen. 
JR Maks 


S cfa t OdCT ri w» n ii> n i Mu mp n i p W 

. AON Consulting 


MDEBaymun 
D Beharall 


JGBell. 


— Gamnore Investment Management 
. AMP Asset Management 


MJ Mao da via. 


Foreign & Colonial Management 
. looks Corporate Finance 


. Clerical Medical Investment Group 


K Beley 


Newton Investment Management 


J E Bowman 


JSBnusgrove. 
JJ Browner — 


City of London Investment Management 
. Quorum Capital Management 


A F McC rac ken Grdg Middleton Managem e nt 

PH Mitchell Sdaodg Invest men t M anage m ent 

PGO’RriQy Royal & Son Alliance Investment Management 

J Patel NeSson Management 

ODPearaon-Lond Contra ACo 


J Biyere. 


.Can trade Investment Management 
i Bentley Capital (Europe) 


S Peirce. 


. Tfcacbea Anmambe 


DA Calvert. 


■ Fleming Investment Managem ent 


M Potycarpoa 


A T Chamberlain 

G A Clarice 


. Schroder Investment Management 


M A Collins 


WHO 


Zorich Investment Management 

Prudential Portfolio Managers 

. AMP Asset Managemem 


ND Quinlan 
GJ Reeve 
AS.Rsiss . 


. Baring Asset Management 


J B Richardson 
LCRJchdak. 


. Hill Samod Asses Management 
. Norwich Union Investment Management 
Aninw Capital 


LJCoAy: 


Merenty Asset Management 


L Roberts . 


A Cunning, ham 
R G Davies 

TPDay . 


. Royal &$tm Alliance Investment Ma n a g e m e n t 


M Robertson . 
MRma 


Schroder Invest men t M a nag e m ent 

. Fleznmg Investment M anagement 
. Credit Suisse (Guernsey) 


. William M Mercer 


P Edwards. 


Mercury Asset Management 


. DrtSdner RCM Global Investors 


SLRmter . 
TJSambcook. 


. Abbey Life Investment Services 
. HDl Samuel Asset Management 


. General Accident Investment Management 
.. NFU Mutual & Avon Insnn 


GVEmly. 
JPFdJ — 


MF Scott. 


■ Watson Wyatt Investment Consulting 


MFagusoo — 
JFFtetdsend. 
G K Forster — 
S A Frame — 


. Merrill lynch Pierce, Fenner & Smith 


, Schroder Capital Management (nternatLotial 
i — QericaJ Medical Investment Group 
-Abbey Life Centre 


HASerjeam 

GKSbanm. 


. Templeton Investment Management 
___ Delaware International Advises 


S D Slater . 


Mercory Asset Management 


S Snowden. 


. Norwich Union Investment Management 


MR J Franklin. 
MJHFysh. 
PEGay. 


Foreign & Colonial Management 


NGSochovsky. 
DWSourar 


. Schroder Investment Managanent 
. Mercury Asset Management 


D Steel. 


JHlLGetege. 


G Gilchrist. 


. United Bank of Kuwait Asset Managemon 
. Rothschild Asset Management 


AM DM Steiner, 
D M Stevenson __ 


Scottidi Equitable 


.Lehman Brothers 
.Thesis 


.UBS 


.PDFM 


.Anns UK 


JBMGrmi. 


A E Green. 
J P Grime „ 


. Merrill lynch Global Asset Management 
.BNP Equities 


RSGumer. 


General Accident Investment Managemart 

Norwich Union Investment Managenm 

Baring Asset Management 


CAKStodart. 
J M E Surplice , 
JYTfcn 


.Murray Johnstone 


AGPTon. 


. Perpetual Investment Management 
.Rothschild Asset Management 


S JlWeedy. 


. Morgan Gtenfiefl Asset Management 

' f V Mi nm a* ggfc 


J Harwood Commscial Union Investment Management 

T M Hodgson Wateon Wyatt Investment Consulting 

K Y Hsia — , Fidelity Investments 

JA Inglut — — — _______ — Stewart Ivory & Co 


MGRVaighr 


M & G Investment Managwiaa 


ID Wagstaff , 
SC Walker. 
NYWang. 


5"" t tfi-Tma -m winr Mjiiqp-jnenf 

. — - SBC Brinson 


S A Irving 


SlWehster. 


, Jupiter Tyndall Group 
S£ Bashes Fonder 


JIu. 


. Commercial Union 


SBCBnnscn 


GC Jenkins , 


ILKrtzmg. 


HPEn a p ma n , 
K Rozma 


. Clerical Medical Investment Group 
— _____ PDFM 


DA White, 
AG White. 


.Henderson Investors 


. Ganroorc In re atui cnl Managem e nr 


Wartxng Dffloo Read 


. Credit Snisse Hist Boston (Budapest) 


A J Wickham 
MRCWmmoa. 
DS Wilson 


.Schroder Investmeot Management 
. Coinnmcii l Union Investment Management 


. Kvaemer Pensions Investment Management 


A, 
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Gotten opportunity; venture capRsBsts insisted Smphan Schambsch s«t up an bitnhop office in San Ftencfcco 


INFORMATION TECHNOLOGY ELECTRONIC COMMERCE 


Star from the east 


Intershop’s progress to become a leading software supplier 
started in communist east Germany. Graham Bowley reports 


9|g5BYou might think the 
brightest innovations 
WE in electronic com- 
merce conre out of the US, or 
at a push the UK. Surpris- 
ingly, thringh , t.hg company 
rimming to be the worid’s 
leading supplier . . of 
e-commerce software hails 
from an obscure small town 
in former communist east 
Germany. 

Intershop was founded in 
1992 in Jena hi the state of 
Thuringia. Its early history 
was intertwined with that of 
the fledging reimifieil Ger- 
man nation: initially, the 
young company benefited 
from the boom after the fall 
of the BerSn WaD. 

The founders installed 
softw a r e on new computers 
in universities, companies 
and ■ government offices 
which were bought as bud- 
gets were swelled by subsi- 
dies from the west When 
the boom slowed, - they 
switched to the internet and 
hit on the idea of developing . 
software for, companies to 
display and spH their goods. 

electronically. 

- After six years the com- 
pany has moved its head- 
quarters to San Francisco, 
hag just g one public on one 
of the Frankfort stock 
exchanges, and its founders 
- including Its 28-year-old 
chief executive - have 
become east Germany’s first 
home-grown millionaires. 

“We were in time for the 
market We were the first to 
ship standard e-commerce 
software before anyone even 
knew about it' says Karsten 
Schneider, one of the trio of 
Intershop's founders who 
runs the company’s pro- 
gramming centre in Jena. 

Since then Intershop’s 
products have changed radi- 
cally. Its first e-commerce 
software was developed for 
Computer 2000, a computer 
hardware wholesaler, which 


later chose not to use it This 
was a setback hut it gave 
Intershop the impetus to 
attack a wider market by 
developing standard soft- 
ware which could be used by 
anyone selling or buying 
goods and services on the 
internet 

. They [Computer 2000] 
thought it would cannibalise 
their business. So we said - 
let's make this standard, 
shrink-wrap software and 
sell it to everybody," says 
WQfried Beeck. one of the 
founders and Intershop's 

ffnnnrinl officer. • • 

Now. 80 per cent of Inter- 
shop’s revenues come from 
customers such as Deutsche 
Telecom (its biggest single 
customer), other telecommu- 
nications companies and the. 
trig internet service provid- 
ers, who use Irrtershnp soft- 
ware to host and run shop- 
ping sites for retailers on the 
internet. 

The telecoms companies 
and internet providers, use 
the software to atti^pt .users „ 
to the net; intershop benefits . 
by charging licence fees. 
Intershop's next generation 
of software will help busi- 
nesses buy and sell with 
other companies, not just 
shoppers, via the Internet- 

Such innovation has 
brought success. With reve- 
nues of $5-701 last year* and 
turnover expected to rise to 
$20mthis year, the company . 
says it commands 10 per 
cent of the market for e-com- 
merce software - a market it 
claims wffl. be worth about 
flbn by the end of 1993. 

In a country where ven- 
ture capital is rare,. Inter-' 

shop flew in the face of tradi- 
tion by turning to outside 
private capital early in its 
life. 

In early 1996, Technology 
Holding, a German venture 
capital group, and US ven- 
ture capital group Burgess 


Jamieson together invested 
DM2 .8m in the com- 

pany. Later the same year. 
France Telecom added a fur- 
ther DM3J2m, ■ - •• • 

In another break with Ger- 
man tradition. Intershop 
quickly shifted its focus to 
the US and began to grow 
rapidly even before it was 
profitable. 

One of the conditions 
imposed by the venture capi- 
talists was that Intershop set 
up an office in San Fran- 
cisco. This was so the com- 
pany could be dose to the 
forces shaping Its industry 


e-question 


‘How does a 
company from former 
East Germany make 
it big hi internet _ 


shopping software? 


but also to help Intershop 
prepare for a listing on the 
Nasdaq stock exchange and 
thus provide a potential exit 
route for Its investors. 

“There had to be a will- 
ingness to expand quickly. 
This was typical of a US 
start-up - we had already 
been to the US to look at 
how US start-ups Worked," 
says Stephan Schambach. 
Intershop's chief executive, 
who now lives in San Fran- 
cisco. 

“When we founded the 
company, we had fun, soft- 
ware was cool But to make 
it succeed you have to jump 
over hurdles and spend 10 to 
20 times more time and 
effort on marketing. You 
have to catch the wave at 
the beginning and ride it, or 
you fen behind," he says. 

So Car, Intershop shows no 


sign of felling behind. From 
five employees at the start of 
1996. Us workforce has 
grown to 380. 160 of which 
are in Jena. Despite the US 
expansion, the company 
insists Jena will remain the 
main programming centre, 
partly because of the abun- 
dance of local programmers 
and 

also because wages are one- 
third of what they would be 
In Silicon Valley- 

in the end. Intershop did 
not list on Nasdaq, but chose 
Instead the Neuer Markt. 
Frankfurt’s new stock mar- 
ket segment for young, high- 
tech companies, for Its ini- 
tial publtc. offering. 

. The offering - 35 per cent 
of the company is now pub- 
lic - raised around $50m in 
June and marked another 
break with tradition since 
such an avenue of financing 
had been unavailable to 
small companies In Germany 
before March 1997 when the 
exchange was founded. 

Remarkably, too, investors 
backed the offering - Inter- 
shop’s share price more than 
doubled on the first day uf 
trading - even though it has 
yet to make a profit. 

Despite the rapid growth 
in revenues. Intershop made 
an $8m loss last year, is 
expected to lose S12m this 
year and will not make a 
profit until 2000. 

Such a situation is com- 
mon in the US. but it makes 
some Germans feel uncom- 
fortable. Intershop's young 
executives, however. Insist 
the company has to plough 
forward if it is to stay ahead 
of the competition. 

"The big wave of e- 
commerce is still in front of 
us. It would be very unwise 
not to invesL If you do not 
invest in a market that is 
growing at 300 per cent a 
year you will not stay mar- 
ket leader .** says Mr Beeck. 


This article is part of a 
weekly series 



LOUISE KEHOE 

EAGLE EVE ; 


Highly rated reading 


Ar? internet entrepreneur returns tb the old fashioned medium of 
the book to describe the risfy business of setting up on the web 


Even in Silicon Valley, 
people occasionally take a 
break from work, ignore the 
telephone, let the e-mail pile 
up and pick op a good book. 

Seeking an antidote to 
high-tech hype, my holiday 

reaefing began with Barn 
Bate: How 1 summed the gold 
rush years an the intern#, by 
Michael Wolff, a journalist 
and writer turned internet 
entrepreneur. After months 
of attempting to explain the 
extraordinary stock market 
valuations of internet 
companies, I was drawn by 
the author’s refreshing 
prefere words: “Optimism is 
our bank account; fantasy is 
our product; press releases 
are our good name. My hope 
now is to writes sort of 
anti -press release." Could 
this be a real, down-to-earth 
look at the internet 
industry? 

It turned out to be much 
m rare. As well as debunking 
the widespread myth that 
anybody with a bright idea . 
and lots of energy can make 
it big on the'intemet. Bum 
Bate raised some thought 
provoking questions about 
the role of the internet as a 
publishing medium. Mr 
Wolff di sc ov e red the internet 
in 1994, along with tens of 


thousands of other “early 
adopters".- 

The mam thrust of his 
story is a caustically comic 
account of his efforts to raise 
money to support ids - - - ■ 

flarig iitt ff company’s “burn - 
rate” - the amount of money 
the business consumes each 
month to excess of its 
income- To succeed, internet 
start-ups must spend quickly 
enough to innovate and 
achieve market share. Mr 
Wolff gets caught up in the 
race for money. He Is ■ . 
courted by leading venture 
capitalists and large 
publishing groups. He takes 
“dumb money” from a rich 
investor and tries to 
negotiate s merger. He . . 

comes tantalisingiy dose to 

striking it rich. 

Others have compared 
internet mama to the 
California goW rush. Mr 
Wolff brings new meaning to 
the analogy. This book 
should be required reading 
for all would-be internet 
entrepreneurs. It also offers 
salutary .lessons lor intranet 
investors. - 


The bigger question raised 
by Bum Rate is how the 


internet fits into the 'world of 
publishing. Mr Wolff was 
one of the pioneers of “new 
media". “Content is king" 
was the slogan of this first 
generation of internet 
publishers. It did not matter 
how- the internet worked. 
What mattered was the 
quality and appeal of the 
material presented on web 
pages. In those early, 
idealistic days of the net, 
people talked about the 
l opportunities it created for 
Everyman to become a 
publisher by eliminating the 
costs of printing and 
distributing. . . 

Yet as any regular - 
internet user can attest, the 
vast majority of web sites 
are not inspiring. Businesses 
use the web to promote their 
products, individuals share 
their thoughts on personal 
web sites but seldom reach 
an audience beyond their 
friends and acquaintances. 

Internet news services, 
most' of which draw heavily 
on traditional news media, 
offer useful up-to-the-minute 
reporting, but most add little 
extra value. Newspapers 
have yet to profit from their 
efforts. Sbniiariy. the web 
sites of news magazines 
have become adjuncts to the 


paper-based products. 

The problem, Mr Wolff 
main t ains in a reevaluation ' 
that should cast fear into the 
hearts of other electronic 
publishers, is that “no one 
reads on the internet". We 
all read, of course, but 
perhaps not for “content". 

If he is right. Mr Wolff has 
identified a huge internet 
shortcoming. Could it be 
that most people do not like 
reading text on a computer 
screen? Perhaps the internet 
will become a medium 
dominated by trivia - the 
electronic equivalent of 
game shows and soap 
operas? 

Not true, I would Uke to 
think. Yet the scales arc 
tipping against internet . 
publishers. Electronic mail 
and interactive “chat - 
groups" consume the greater 
portion of online wm* time- 
Electronic commerce ranks 
next and Ik growing Crater 
among consumer uses of the 
internet. Internet content is’ 
becoming a filler between 
interactive features on we h 
sites with products for sale 
or promotion or people 
willing to talk. No wonder 
Mr Wolff gave up. Books 
clearly provided him with a 
potentially more profitable 
publishing medium. 
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Europe pressed from east and west " 


SYNTHETIC EURO RATES 


EUROPEAN OVERVIEW 


M&fctfS Editor 

There was no respite for 
^^opean investors yester- 
day as tfce decline in the Jap- 
anese yen and the weakness 
on Wan Street squeezed the 
resfon’s bourses from both 
sides. 

Those traders who did not 
go on holiday in August 
must be wishing they Kyt 
'nie rapid rise of European 
stock markets since the start 
of 1995 means that share 
Prices are trading at histori- 
cally high multiples, maMwg 
it hard for hargain-btmters 

FISEEurotop 300&rtfaloc 

Max 


to buy on fundamentals. 

Ian' Barnett. - European 
strategist at BT Alex Brown, 
said that the fall in the 
region’s markets had still 
not solved the valuation 
problem. Indeed, the dechno 
had sent many bourses 
below technical support lev- 
els. “There is a risk of a far- 
ther UM5 per cent decline 
from here," he said. -. 

The FTSE Eurotop 100 
index dropped 2d par coot 
yesterday, or. 753 pofctts to 

2.GS5L86, its lowest level sface 
April. The Index has. fallezi 
13.3 per cent from its July 20 


The broader Eorotop 300 
fell 35J0B to US6L1S vbBa the 

■ . - - 


FTSE Ebloc 100 Index,' 
focused on countries in the 
core Euro region, slipped 
295 to 974.5L .. . 

What was bad-news for 
equities was good for bands, 
with most of the continent's 
fixed-income markets higber 
as investors sought a safe 
haven. The yield oo the 10- 
year Goman bund dropped 
to its lowest level since the 
second world war. 

Only a single sector man- 
aged a gain an the day - 
property - where the UK 
group trand g ffui r frj p s con- 
tinued Its rebound, rising 
Ecu 0J30 to Ecu 12.78. 

Even integrated 60 stocks 
were 1.3 per cant lower. 


despite of 

BPs takeover of Amoco. An 
eaxiy gain in BP was eventu- 
ally restricted to ah Ecu 0 l 3D 
rise to Ecu 11.72 but that 
was cancelled out by an Ecu 
18.70 decline in Pc trofioa fol- 
lowing a drop In first-half 
profits. 

Weakness in US technol- 
ogy stocks spread to their 
European counterparts and 
the information technology 
sector was the continent's 
worst performer of the day, 
falling 6.6 per cent. SAP. 
which has seen a sharp slide 
since its listing In New York, 
lost another Ecu 4240 to Ecu 
531.41 and Cp p Gemini shad 
Ecu 6.10 to Ecu I29J0S. 
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TENDER NO: 77/31113/4034 


Mobarakeh Steel Company intends to purchase 6000 M/ton Metallurgical Coke 
with the following specification: 


Size: 


25-S0mm 4000 


25-80mm 2000 


CHEMICAL SPEC-- MECHANICAL; 

. C : 85-88% Resistance : M40 > 70% AflO < 

10 % 

S < 0.7 % Size: 

ASH : 9M-12.5% MAX 25-50mm 4000 

MT 

MOISTURE : 4.5 % 25-80mm 2000 

MT 

P : 1S% 

LOI : 1.5-0.7% 

Interested bidders may obtain a set of bidding documents by the submission of 
a written application and payment of non-refundable fee of USD500, in favour 
of Mobarakeh Steel Company, through Bank Markazi Iran account no. 138. All 
bids must be delivered to below office on or before 16.9.98: 

MOBARAKEH STEEL COMPANY 
15 KMS SOUTH WEST OF MOBARAKEH 
PO BOX 167 ESFAHANJORAN 

RAW MATERIAL AND ENERGY PURCHASING DEPARTMENT 
FAX: 0098 31 327512 & 324324 
TEL: 0098 03355 3421 

MOBARAKEH STEEL COMPANY 
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NOTICE TO CERTAIN BONDHOLDERS OF 
COMPANHIA SDZANO DE PAPEL E CELDLOSE 

Notice to iB Bolden of 102596 fixed State Notes due 2 Ml (be 
’Valet") of C oog ta i lWt Sttano da Pspd a CeMote. fStEano") as 
imedjimsaaot to tlvod AgacyAgntaaKOt dated Odoter^ 194G (Ac 

“fitadAgew^Agnwmcitf’> 

As m&aaei b Ac Kital Agency A&tmtai. Sazmo wiH at dw option at 
ft* Holder of any Vote rad eern such Note oa October 6 , 1598 at 
97395% of b priaaqal wm together with scented and unpaid 
iateraltoftaifafc fixed fir icdaqpdoa. The period firKoldBarfNatei 
to]nt 1 heirN«te»i»A»gMl 7 , ^ 1998 faaoih September 4 , H9L 
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Flight from equities lifts prices 


i 


By Jeremy Grant in London 
and John Labats in New York 

Missy across global equity 
markets, a weaker yea and 
fears of another round of 
Asian currency devaluations 
sent investors piling into 
bonds yesterday, with some 

futures reaching new highs. 

Emerging market senti- 
ment, already weak, was far- 
ther unnerved by an early 
but vague report that Indon- 
esia had defaulted on repay- 
ment of its .debt, and sharp 
falls in prices of Russian 
debt 

J akar ta later said it had 
not met some principal pay- 
ments on its sovereign debt 
in August, bat that this was 
not a default as it had 
already been agreed by the 
int er national community. 


Nevertheless the damage 
had been done and bond 
markets co ntinued to surge. 
In Germany, the yield on the 
benchmark cash bund con- 
tract dropped to *L36 per 
cent, its lowest since the sec- 
ond world war. 

In futures, a steep drop on 

Wall Street and strength in 
US Treasury prices helped 
the key bund contract hit a 

record high. 

“It really has been 
one-way traffic today. The 
Asian backdrop has been 
supportive, there’s an ongo- 
ing flight from equities into 
bonds and into quality. It’s 
very difficult to tWnfc of a 
reason not to be long bonds 
at the moment and there are 
a lot of good reasons to be 
nervous on equities." said 
Padhraic Garvey, bond strat- 
egist at ABN Amro in 
Amsterdam. 


He said there was evidence 
of strong buying by retail 
investors as European fund 
managers participated in the 
bond rally fbr the first time 
in weeks. 

US TREASURIES pushed 

higher on the “flight to qual- 
ity", as the dollar rose 
against the yen and stocks 
continued to fall globally. 

By early afternoon the 
benchmark 30-year bond was 
up ft to 107H. sending the 
yield down to 5.588 per cent. 
The two-year note rose £ to 
100ft, yielding 5283 per cent 
while the 10-year note 
gained ft to 102, yielding 
5 .358 per cent. 

However, prices were com- 
ing Off morning highs as the 
US stock market showed 
signs of turning around. 
Supply was also weighing on 

the market going into an 
afternoon auction of $16bn 


five-year notes. Similar auc- 
tions In other maturities will 
take place today and tomor- 
row. 

GERMAN BUNDS, 
together with US Treasuries, 
were the main beneficiaries 
of the gloom In equities. Vol- 
ume was heavy with 633400 
lots of the benchmark bund 
future traded. 

“Bunds have been unstop- 
pable .” said Michael Dorks, 
senior bond strategist at 
Nomura. He said the release 
of another grim assessment 
of the Japanese economy, 
this time by the govern- 
ment’s Economic Planning 
Agency, got bunds off to a 
good start. The EPA said 
that the outlook for the Jap- 
anese economy was “exceed- 
ingly severe". 

The key bund future 
struck a record high of 110.81 
before settling back at 


11O80, a gain of 048 points 
since the previous dose. 

CK GILTS und er p erfo rmed 
other European bond mar- 
kets on lingering concerns 
over the Bank of England's 
inflation report, expected 
today, but sttD to 

mid solidly higher. 

The SpptPTiihe r 10-year gilt 
future settled 040 points 
higher at 110.46 in heavy vol- 
ume of 79400 contracts. 

Neil Parker, treasury econ- 
omist at Royal Bank of Scot- 
land, said markets were hop- 
ing the Bank will say it is 
confident of meeting its 
inflation target. 

“The time has come far 
them to recognise that 
things zn fire economy are 
basically in line and if we 
don’t meet the tar- 

get, the likelihood is weH 
undershoot fit] rather than 
overshoot," he said. 


Defensiveness 
to the fore 


By Vincent Boland 


Defensive strategies again 
came to the fore yesterday 
as investors fled the turmoil 
in equity markets. 

Bankers said spreads on 
high-grade paper in the sec- 
ondary market widened by 
three to five basis points, 
while emerging market 
spreads soared, led by Rus- 
sian debt 

The spread of the bench- 
mark 2007 Russian eurobond 
over the comparable US 
Treasury was 1,962 basis 
points in late trading, com- 
pared with its June 1997 
issue price of 375 basis 
points. 

ABBEY NATIONAL 
TREASURY SERVICES 
launched a $l_5bn, two- 
tranche issue of one-year 
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New international bond issues 


Amount Coopoc Me* Uabafly Fob* 


paper targeted at money 
market funds. 

A Slbn tranche was priced 
at 15 basis points below 
Libor and met good demand 
across the spread of buyers, 
including central bank inter- 
est. “Investors clearly like 
the front end of the curve 
given where Libor is," said a 
banker at lead manager Leh- 
man Brothers. 

The second tranche, of 
$500m, was priced at three 
basis points over Federal 
Funds and was targeted at 
US investors. 

BANKAMERICA returned 
to the FRN market with a 
$500m seven-year issue that 
is likely to be its last before 
its merger with NationsBank 
is finalised. The bonds were 
sold mainly to European 
accounts, according to a syn- 
dicate banker at Paine- 
Webber, joint lead manager 
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with Barclays CapitaL 

The bonds were priced at 
124 basis points over three- 
month Libor. 

“There is a surge in liquid- 
ity righr now and a prefer- 
ence for senior, liquid 
issues," the banker said. 
“NationsBank bas a five- 
year issue and investors 
didn’t rabid going the extra 
two years because they 
wanted a couple of basis 
points more yield." 


ORESUNDSKONSORTIET, 
the consortium building a 
road and rail bridge across 
the Oresund strait to link 
Denmark and Sweden, 
issued 6200m of one-year 
zero-coupon notes, taking 
advantage of the higher 
demand for highly rated 
issues. The bonds, priced on 
an absolute yield basis, were 
guaranteed by the two gov- 
ernments. 

Denmark and Sweden are 


BOND FUTURES AND OPTIONS 

France 
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rated AA+ but file consor- 
tium is AAA rated, reflecting 
the joint guarantee. 

“Ihe whole is greater than 
the sum of its parts. That 
added another level erf inter- 
est to the deal," said a 
banker at Nomura Interna- 
tional, lead manager, adding 
that it was targeted at insti- 
tutions interested in sover- 
eign or quasi-sovereign 
paper far liquidity manage- 
ment purposes. 
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CFTCin 
meeting 
on Cantor 



By Nfttt Taft to W aiNng toa 


Opponents and supporter* of 

what could be the first 
wholly electronic futures 
exchange in the US were due 
to face off at the.Commodtty 
Futures Trading Commis- 
sion, the industry regulator, 
yester day aft ernoon. 

The CSTC, which has yet 
to approve the proposed Can- 
tor . Financial Futures 
Exchange, co nv e n ed a public 
meeting on the issue. In par- 
ticular, it asked for views on 
the new exchange's propo se d 
governance structure, its 
core “txadenjatebing" tech- 
nology. and its compliance 
arrangements. Disciplinary 
and arbitration arrange- 
ments were also cited as 
areas for discussion. 

The new exchange is a 
joint venture between Can- 
tor Fitzgerald, the US bro- 
ker-dealer, and the New 
York Board of Trade, one of 
the smaller Manhattan-based 
futures markets. It proposes 
to trade futures on US Trea- 
sury bonds and 10-year, five- 
year and two-year notes. - 

Although the start of trad- 
ing is contin gent o n CFTC 

approval, the CFFE hopes to 
be is business next month. 

However, strong opposi- 
tion was expected at the 
meeting by lawyers fbr the 
Chicago Board of Trade, 
whose interest rate-related 
business could be threatened 
by the new exchange. 

The CBOT has already 
attacked the exchange's pro- 
posed supervision and gover- 
nance arrangements, and its 
objections were likely to be 
detailed farther yesterday. 

Its board bas also agreed 
to bring on daytime elec- 
tronic trading of its Interest 
rate contracts later in Sep- 
tember in an effort to com- 
bat the CFFE’s influence. 


FOREIGN BORROWING GREECE EASES RULES 


Athens 





in drachma 


By Kerin Hope 




Greece Ls trying to 

accommodate an increasing 

number of foreign Institu- 
tions that are keen to exploit 
one of the Aw remaining 
gambles cm European eco- 
nomic and monetary union 

interest rate convergence, by 
Issuing drachma-denomi- 
nated debt. 

Between 40 and 50 applica- 
tions from sovereign and 
corporate borrowers based 
outside Greece are awaiting 
approval at the central bank. 

The queue has doubled in 
length since March, when 
Greece launched its effort to 
qualify for Emu membership 
by 2001. a central bank offi- 
cial said. 

To ease the congestion, the 
Ran k of Greece bas decided 
to Increase the . size of 
drachma issues by foreign 
borrowers. 

From September, the allo- 
cation fbr each issue will 
rise from DrlObn to Dr30bn 
($10201). But file bank says it 
does not intend to abolish 
the queueing system fi » the ' 
moment 

“Permitting bigger issues 
should deepen the market's 
liquidity as well as reducing 
the heavy backlog of appHca- 
tions^ the central bank offi- 
cial said. "But we need to go 
cautiously, because the mar- 
ket is still at an early stage 
of development" 

The central bank says it is 
trying to make the market 
more flexible by offering for- 
eign borrowers a choice of 
issue dates. 

However, if demand for 

ii wrhmiia«nimnfaate d hmda 

continues at present rates' 
“we’ll start look at other 
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ways of accommodating bor- 
rowers”, the official said. 

International borrowers 
raised about Dr250bn In 
drachma-denominated debt 
last year, mostly through 
issues with a maturity of 
three to five years. Since 
April, the central bank has 
allocated about DrtOObn a 
month in drachma-denomi- 
nated issues. 

However, the finance min- 
istry is concerned that 
domestic bonds may be less 
popular if foreign borrowers 
are allowed unrestricted 
access to the drachma mar- 
ket. With a monthly borrow- 
ing requirement forecast at 
an. average Dr850bn this 
year, the government relies 
on foreign exchange inflows 
to help finance public debt 

Nikos Christodoulakls. 
deputy finance minister with 
responsibility far debt man- 
agement, said: "We still have 
work to do on ratio n a l ising 
the domestic bond market. 
We don’t want an exagger- 
ated number of foreign Issu- 
ers because they could affect 
domestic liquidity.” 
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me currencies of Japan, the 
rest of Asia, and most coun- 
tries that export commodi- 
ties fell with stock markets 
worldwide yesterday. 

Many currency strategists 

blame Japan for setting off 

the tnrmofl. Michael Scarla* 
tos, strategist at Bankers 
Trust in New York, said the 
new Japanese government 
was perceived to have dilly- 
dallied on issues of tax cuts 

and bank reform. That had 
hit the Japanese stock mar 
ket, which fell yesterday for 
the seventh day running, 
and the yen. This in tuna 
had raised the prospect that 
China might devalue the 
renminbi and the Hong 
Kong dollar. 

That had prompted talk 
that most other Asian cur- 
rencies would be weakened 
by further depredation, and 
that had then hit other 
emerging markets, notably 


. Fears cf a new Asian 
crisis had driven commodity 
prices even further down- 
ward, and that hn« hur t tHo 
Canadian dollar, the Aostral- 
asian currencies, the 
African rand, most Tattn 
American coins and the Nor- 
wegian krone. Norway 
raised interest rates yester- 
day to defend its currency. 

Meanwhile the falls in 
these various tnar frpt s have 
helped crystallise concerns 
that western stock markets 
were overvalued. They 
plunged again yesterday. 
Just in case anyone any 
spare nerves left to frazzle, it 
was reported that indmwria 
bad defaulted on some of its 
debt. 

No wonder that traders 
are seeking safe havens. The 
dollar rose yesterday to a 
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eight-year high* against the. 
yen,, and the- Swiss franc 
Sained. Traders still expect 
intervention for the yen at 
some point. However, they 
noted that while Japanese 
officials were threatening to 
intervene for the yen, US 
nfftriate were silent “Wlth- 
; out the Fed, intervention is 
going to be lauded at," said 
Peter von Maydell. senior 
currency strategist at Credil 
Suisse First Boston in Lon- 
don. A German magazine 
has quoted Alan Greenspan, 
chairman of the Federal 
Reserve, -as saying that- 
Japan was doing too little to 
reform its economy. 

The yen also suffered on 
the news reported in the 
Financial Times that the 
People’s Bank of n il™ 
been selling yen. The bank 
hag cut its hftiHtngg in the 
currency from just below a 
third of its portfolio to below 
a quarter, in order to main- 
tain the value of its reserves 
as the yen falls. Hie bank 
may sell more if the yen 



Swiss franc rose SFr 0.6 
against the dollar to 
SFTL 489 . 


slides further. China's for- 
eign exchange reserves total 
< 140 bn, the second biggest 
holding in the world after 
Japan’s. 

China reiterated yesterday 
that it would not devalue. 

The yen dropped Y 0.6 
gyaimct the dollar, dropping 
through its eight-year low of 
Y 14&35 to close in London at 
Y 147 X It fen Y 02 B against 
the D-Mark to Y 82 £ 0 . The 


li Norwegian interest rates 
bit a five-year peak as the 
country's central bank 
defended the krone. Norges 
Bank raised its overnight 
lending rate and its deposit 
rate by 50 basis points each 
to 7.50 per cent and &S0 per 
cent respectively. 

Ecdre Skjoerestad, deputy 
finance minister, attributed 
the move to falls in commod- 
ity prices. Oil prices have hit 
a 10-year low and the Asian 
crisis has hurt Norway. The 
krone rose marginally from 
NKr*L270 to NKr4268 against 
the D-Mark. 


■ The sun rises in the 
morning and soon after- 
wards the Bank Of Panada 
intervenes for the Canadian 
dollar. It has done so for at 
least four sessions running 
now. Yet the currency dosed 
0J cents down against the 
US dollar at CS 1 . 521 . The 
bank had intervened at 
C$ 1 . 5230 - 4 CAST, the eco- 
nomics consultancy, noted; 
“The central bank looks to 
be getting a lesson in the 
laws of diminishing returns. 
The element ot surprise is 
already slipping away." 


■ OTHER CURRENCIES 


tain t % 

taaeb IV 51 9118 - 518685317890 - 31 830 
total 362868 ■ JKKK271J10 • 222410 
few 410020 - 4807.30300000 - 300000 
Kuata D5BT7 - 65021 0X73 - 0X74 
Pta 43126 - 48202 2800 - 29510 
MB* 5 BUI . 58924 34801 - 14*50 
tan IS 2042 . 102937 63000 • 6X3 
UAL 58900- 58996 3372# - 3J673D 


■ Liu Mingkang. deputy 
governor cf China’s central 
bank, yesterday gave vari- 
ous reasons why a devalua- 
tion might hurt China. “A 
drastic devaluation could 
bring about a short-term 
export recovery but it will 
not help China’s long-term 
strategic competitiveness," 
he said. A devaluation could 
also bit public confidence in 
the renminbi, fuel inflation, 
and hurt other countries. 
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Small US oil producers in crisis 
warning on fall in world prices 

Independent well owners are demanding tax relief and other assistance, such as help 
with transport costs to enable them to keep going, writes Tony Walker 


I ’m a has been, bat I guess 
that's better than being a 
never have been," says Jfan 
Brock, standing in the shim- 
mering desert heat beside 
his blaster of oil wells whose 
financial returns are dimin- 
ishing by the day. 

It was not long ago that 
Mr Brock was riding high, 
with his own Learjet, ranch, 
big house and wild game 
park. Now, as a -stripper" 
producer - one who pro- 
duces a few barrels a day - 
he is barely surviving the 
downturn in oD prices. 

In the mid-1980's he was 
the 130th largest indepen- 
dent producer in the US and 
dreamed of $100 a barrel oiL 
That proved a mirage, with 
oil reaching $40 before slidr 
ing back under the weight of 
world recession and Opec 
over-production. 

These days, producers 
such as Mr Brock hope the 
price will limp back up to 
$18 a barrel and provide a 
reasonable return for small 
operators, who account for 
about im barrels of 05 daily 
consumption of 6.3m barrels. 
The US imparts about 54 per 
cent of its requirements. 

The Independent Petro- 
leum Association of America 
(IPAA) has warned of a “cri- 
sis’’ for the US if the small 


producers, who operate 
500,000 marginally economic 
wells across the country, are 
driven to the wall 
“America stands to lose its 
true strategic petroleum 
reserve if action isn't taken 
soon to provide relief from 
devastating low oQ prices," 
says George Yates, chairman 
of the IPAA. Mr Yates has 
shut down his own wells In 
New Mexico because of low 
prices of $11-12 a barrel 
“In real terms, oil prices 
have dropped to levels not 
seen since the 1930s," he 
says. “Profit from 500,000 
marginal wells, which pro- 
duce on average less than 2J2 
barrels of oil per day, has 
completely evaporated,” 
Independent producers are 
demanding tax relief and 
other assistance, such as 
help with transport costs to 
enable them to keep going. 

In Midland, headquarters 
of producers in the Permian 
basin, a 100 square mile area 
which accounts for 17 per 
cent of reserves in North 
America, excluding Alaska, 
the mood is pessimistic. 

Paul Morris, president of 
the Permian Basin Petro- 
leum Association, says the 
situation is “ extrem ely criti- 
cal" and that a pltnrrmptrng - 

number of rigs involved in 


searching for oil is a barome- 
ter of bad times. The number 
of active rigs In the Permian 
Basin is down by 25 per cent 
in the past month alone. 

The low oD pice is also 
hurting companies that ser- 
vice the oil sector. In the 
mid-1990s the Permian Basin 
hari 20 active drilling compa- 
nies; now the there are three 
or four survivors. 

Mr Morris, chief executive 
officer of Wagner and 
Brown, one of Texas's larger 
independent producers, said 
it had cut exploration In 
Texas by 50 per cent 

H arry Spannaus, 
vice-president of Pio- 
neer Natural Resources, 
a large independent pro- 
ducer, likened the oil and 
gas market to an escalator 
that is constantly moving up 
and down. “There’s never 
any stability,” he says. “We 
have no control over pricing: 
we’re simply at the mercy of 
world demand.” 

Survivors of the 1986 crash 
say the price squeeze this 
time is not as severe, hut 
they also say it is early in 
the cycle and there is no 
early prospect of relief. 

John Pitts, editor of the 
Penman Rastn on and Gas 
Repent, estimates that, with 


a drop of $7.50 a barrel from 
last November until August 
this year, Permian basin pro- 
ducers are $7Jm a day worse 
off than they were nine 
months ago, assuming daily 
production of 975,000 barrels. 
Taken over a whole year, 
that amounts to about SL5bn 
in lost revenue from less 
than a year ago. 

However, US oil producers 
ruefully acknowledge that 
their plight does not attract 
E noch sympathy in Washing- 
ton, or even in Austin, the 
Texas capital. Low oil prices 
have helped hold inflation 
down, benefiting transport 
and other oil-dependent sec- 
tors. 

Texas was much more 
dependent on ofl in the mid- 
1980s when it contributed IB 
per cent to the state’s output 
and 5 per cent to employ- 
ment Now oil's contribution 
to output is about 7 per cent 
and to jobs 2 per cent Texas- 
based high-technology com- 
panies, such as DeQ, Compaq 
and Texas Instruments, con- 
tribute more to Texas' 
exports than oil. 

“We’re gettin g pretty dam 
close to the break-even 
point where Texas benefits 
more from low ofl prices 
than high ail prices,” says 
Gary Preuss, a Texas govem- 
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ment economist “In the 
early 1980s we could be 
thrown into a recession by a 
drop in oil prices. And that's 
no longer true." 

This is hardly the message 


hard-pressed producers like 
Jim Brock like to hear. “The 
situation scares the hell out 
of me because I don't have 
anything else to go to," he 
says. 


Gold price forecast at $200-$300 over five years 


By Kmsfli Gooding, 

Mining Correspondent 

The gold price will range 
between $200 and $300 a troy 
ounce in 1998 dollar terms 
during t be next five years, 
according to Ted Arnold, 
analyst at Merrill Lynch, the 
investment bank. 

Long-term forecasts of this 
type are unusual, but Mr 
Arnold, who said Merrill was 
asked to produce one for a 


client, gives some of the rea- 
soning behind the predic- 
tions in Merrill's latest Base 
& Precious Metals Monthly 
publication. 

He suggests prices signifi- 
cantly below $200 an ounce 
would cause drastic produc- 
tion cuts «T|rf even closures. 

“It would also spark a con- 
siderable volume of invest- 
ment buying in the west on 
the view that gold is ’dirt 
cheap’ and should rise in the 


medium term for a useful 
capital gain Sub£2Q0 prices 
would certainly produce an 
awful lot of investment buy- . 
ing interest in the price sen- 
sitive demand centres of the 
world: India, the Middle East 
and Asia.” 

However, prices substan- 
tially above $300 an ounce 
would encourage disinvest- 
ment from these regions and 
renewed bouts of forward 
selling by gold producers. 


Prices above $300 would 
encourage central hanks 
to yell much more from their 
gold reserves. Mr Arnold 
suggests that, at some point 
in the next five years, the 
International Monetary 
Fund win sell some of Its 
gold reserves. 

Mr Arnold, reputed to be 
one of the market’s big 
“bears”, suggests the Euro- 
pean Central Bank wfll be a 
“filter” for other central 


bank sales. “We are looking 
at some 22,000 tonnes of 
‘free* central hank gold even- 
tually available fix' sale to 
the market.” 

Other analysts involved in 
long-term fcrocastingarenot 
as pessimistic as Mr Arnold. 
Philip Klapwiik, at the Gold 
Fields Mineral Services con- 
sultancy said that if the dol- 
lar remained strong and 
there were no international 
political upheavals, $300 an 


Crude oil at 
lowest for 
10 years 


j 

By Kenneth Bwyfipg 

md Pari Sotean 

Oil prices fen to their lowest 
for 10 years yesterday as 
widespread concerns about 
the present glut of crude and 
petroleum products deep- 
ened. 

The global benchmark 
Brent blend contract for Sep- 
tember delivery dropped to 
$1L55 a barrel in early Lon- 
don trading, not for above 
the lowest price ever 
recorded on Loudon’s Inter- 
national Petroleum 
Exchange - $11.30 on Octo- 
ber 5 1988. 

By the dose or trading it 
had recovered slightly to 
S1L78, down 13 cents. The 
Brent price in London has 
dropped by 81 emits a barret 
or 6.4 per cent, since trading 
started on Monday. 

Philip Cowan, analyst at 
Credit Lyonnais Rouse; said: 
“Storage facilities are almost 
frill to the brim while 
demand keeps on falling 
and, with investment funds 
continuing to lean on the 
market, if is hard to see 
where the recovery will 
come from." 

He said trading activity 
was being “dominated by 
locals” - private investors 
who use their own money to 
speculate - while the specu- 
lative funds that orches- 
trated the slump in prices mi 
Monday were “taking a back 


ounce in real terms was 
“reasonable” but “$200 is 
excessively bearish. I would 
be more comfortable with a 
forecast of $250 to $350.” 
Looking further ahead, Mr 
Arnold suggests the Asian 
crisis will stimulate eco- 
nomic reform in the region 
similar to that in Europe 
after the second world war, 
since when French and Ger- 
mans have progressively 
sold their gold holdings. . 


Oil producers have 
pledged to cut output by 3hn 
barrels a day but dealers 
suggested this would not be 
enough to lift prices. 

Russell Hfi! of OMW, an 
Australian oil company, said 
it could take four months to 
bring stocks to more nor ma l . 
levels If the produce- cuts 
continued at the' present 
rate. “Four months Is too fin- 
ahead fbr the market to get 
excited about” 


On the London Metal 
Exchange, nickel prices* ft* U 
to 4‘. year laws, with nwhii 
: for delivery In three months 
. at USS4-OSO a tonne in narty 
trading. 

Nick Moore, hand of Flem- 
ings Gtobal Mining Group, 
pointed out that Into, the 
biggest nickel producer, had 
disappointed the market by 
not announcing substantial 
cuts in output in spite of 
weakening demand in Japan 
and the zest of Asia and fall- 
ing prices. 

Robin Bhar. analyst at 
Brandt? Is (Brokers), said 
$4,000 a tonne was nickel’s 
last big technical support 
level. Nickel could slide to 
$3,600 if the price broke 
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through $4,000. Mr Bhar 
said, and then $3,800. Last 
night three-month nickel 
closed on the LME tlown $45 
a tonne, or 1 per cent, at 
$4,090. 

Coffee futures fell on the 
London International Finan- 
cial Futures Exchange, 
reacting to a weak stock 
market and lack of trader 
support. The benchmark 
September contract closed 
down $63 at $1,618 a tonne. *• 

Colombia said it harvested y 
1.279m bags of coffee last 
month, a 35 per cent rise 
over the same period last 
year. 





COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 

fltas fro A a n tanatod MbM Tridlagl 
■ NJMUl 967 RB8TY (S par tome) 



Cash 

3 cribs 

Cbse 

1282-93 

1317-18 

Piteous 

13019029 

1325-28 

MgMni 


1321/1312 

Ml OfflcU 

12909919 

13159-169 

ttrti dose 


1320-1 

Opeakt 

286415 


US ttrif tonowr 

49956 


■ AUnUMAUOTISlNrtora# 


□o» 

1H5-5S 

1165-75 

ftteOU3 

1150-60 

1170-80 



1170/1165 

mi acuri 

1143*44 

1185-70 

too tan 


1165-70 ■ 

Open In 

6927 


TO* Italy turn* 

712 


■ LEAD (5 pertom^ 



Class 

538-9 

545-6 

Pnnriota 

541-2 

547-8 

IW*w 


5481542 

AM ORIdri 

537-38 

545-48 

too doss 


5459 

Open fat 

37944 


Tohl daw taro 

5988 


■ MWappartare} 


Ooaa 

4035-45 

41Q0-10 

Prawa 

4070-30 

4135-40 

HgMM 


413W4060 

4M 08kte 

4015-20 

407080 

tot daw 


4090-95 

Opea tat 

53,142 


ToM tty Daaowr 

24237 


■ T* |8 par tonad 



CtoK 

5760-70 

564080 

Piteous 

5775-85 

5840-45 

MgMw 


5B4W5600 

Ml Otldri 

5725-30 

5625-30 

tot) dose 


5640-50 

Open tat 

1SJ174 


ToM My taro 

5263 


■ 9k ageete Wgb grade ^ per tone) 

Oon 

10259-265 1 

1046-47 

POTtaoe 

10425-439 

1062*839 

KgWOT 


1040/1034 

MIOfficM 

102021 

1040-409 

tobdote 


1043-4 

Open fat 

91932 


■Rte bay Burner 

27225 


■ COMBI, god* A (1 per tonaa) 


ana 

1583-94 

1615-16 

Pnjvtom 

16109-119 

16319829 

HBhflan 


1625/1606 

AH Official 

1SBMO0 

1619-105 

tot does 


16158 

Open tat 

16SL620 


ToM (taly tanner 

63.438 


■ UK Ml OOdri BS ate 1900 


USE Ctalog US tee: 193ZB 



Precious Metals continued 

■ HOP CCMEX flOO Troy 06 ; Sftny nr.) 

Ml Days flWn 

pric* ctaMga Htfi Mi M M 

Ml 2845 -03 2867 2843 209 1,378 

Del 2859 -14 2884 285-5 1,415 11,285 

D«C 2BB9 -33 281 J 2879 22*6 1DZ2C 

Mi 2808 -34 291.0 289-5 225 13,789 

JW 281.7 -39 2830 2830 485 8.176 

Jta 2930 -05 2950 2940 310 12020 

Total 2MB TOO* 

* HO— KT8BC (SO Troy m; ftTmy azj 

Ocl 377.1 -44 378.7 378.1 357 8932 

Ml 3774 -4.4 3800 3770 13 MS 

Mr 377.4 -44 - - 1 22 

Jri 3774 -44 - - 14 3 

Tote 370 MBS 

86P*UAI»MlinCCDMTiwaE;Staoy«J 

Sop 28200 -250 29300 28&00 136 1772 

Me 28250 -250 28400 28400 2 1,043 

■far 27750 -250 28000 28000 - 23 

Tate 138 30* 

■ Sim q»B fiooo tm«; crag gj 

sap 5170 -132 5335 5140 5580 37088 

0«C 5210 -13 2 5375 5185 318 27.288 

Jm 523.1 -13-2 5250 5250 - 28 

Mar 5230 -132 5280 5200 48 5545 

MW 5252 -lit 5310 5250 18 1,710 

Old 527.0 -12.9 3330 5290 44 2531 

Tote *282 W354 

ENERGY 

* CBUQE 06 HVMEX POOP nwita. grtaraq 

Utaat Days Opan 

price Manga Hta I* VM W 

Sap 1203 -022 1308 1256 70*9 105Ok 

Get 1301 -020 1342 1205 32518 74078 

N««r 1301 -016 1379 1337 6053 38,047 

Me 1392 -016 14.10 1375 8001 50,474 

Mi 14X7 -008 1406 1405 4.746 33583 

Tte 1400 -All 14.61 1455 895 I34S7 

Tote 1330*483778 


price cfcsnge |l» ism M M 

S* 1203 -022 1309 1256 70*9 IMA 

Oet 1301 -020 1342 1205 82518 74578 

SB* 1301 -016 1379 1337 8553 38.047 

tee 1392 -016 14.10 1375 8001 SQ.474 

Mi 14X7 -008 1406 1405 4,74$ 33583 

1400 -ail 1461 1455 BBS 13457 
Tote 13*022483778 

■ com OP PE Sterns 

6p« tejr*« Opo 

pries change M In W M 

S«P 11.67 -004 1202 1196 20929 46*5 

Oa 1103 -026 122S 1105 26051 SB. 184 

M» 12.30 -031 1200 12-2* 0241 21.499 

DSC 1200 -051 1290 1259 5*35 36523 

Jan 1203 -028 1301 1203 17BB 2B07D 

ttb 1310 -021 1326 1307 153018,105 
Tate Mi Ota 

■ «inmminMB{M3000 U5pBfc;c4gjaM> 


Spot USB 3 trite 10221 Bate I0t439tes 15076 


■ am amae coma (combo 

««« W« Opan 

Pries ctage nge lam VM M 

Mg 71 JO -105 72.45 71.70 205 1,298 

Sap 7105 -IOO 7340 71J0 4.132 20058 

Od 72 15 -1J0 7200 7200 70 2152 

tef 7245 -1.18 7280 720 14 1588 

Dan 7275 -100 7400 7200 9S0 14578 

MB 7310 -1.15 7400 7300 30 1055 

5071 57014 


Sep 3395 -H49 3400 

Ocl 35.75 -023 3508 

■a* 3700 -008 3750 

Me 3850 -0.06 3005 

Jan 4030 40.12 4000 

M 4100 +022 4100 

ToM 

■ wnnstari 

Sail Oafs 


Lot Vri tat 

3350 15069 47582 
35.10 0355 27,4*1 

3700 1.11817033 
3600 1 AS 25254 
40.1 Q 1057 23060 
4120 1,128 14092 

2*967 850W 


PRECIOUS METALS 

■ umm nun mnEr 

Pifc* WPptel by MM Hpjhgga 

OaKIterte 5 prioe Eeqri* Sfr star 

dm 2KSHCOO 

Opsrifag SUOaUQ 

ttnilp b 28450 174.411 425028 

Maraeen b 28400 174.1* 421782 

IWa Huh 28350-2850) 

Day's Lot saamaaw 

ntem teas 28 SHH &60 

inco Idn Men GoM Learing Rales (He ust} 

1 moo* 402 8 tanas a m 

2 naans 4J2 namtm 

Snoots 407 


san oafs open 

jatea Bi | Hgh Ln* Vo) H 

M| 99.75 -500 103* 8900 12022 12003 
to 10425 -MO 10700 10375 13928 33048 

tet 109.75 -450 11225 10900 2666 21,271 

Has 11400 -490 11625 11390 2200 14004 

tee 11790 -425 12000 11700 2988 35.338 

Jaa 12090 -425 12300 12025 858 12427 

Tfete 37099162721 

■ MffBBAL BA8FE 0980 tanpaaa pa land 

Sap 10800 +0900 10950 10400 310 2970 

Oet 11900 +0240 11950 11350 110 3.485 

Taw 1256 zyas 

■ WWHL 843 met (igooo nnBta; SftaeBM 

Uteri Bar's oae 

price rings Mgfa Low W to 

Mp 1900-0095 1930 1.780 23,18253970 

Od 1940-0998 1987 1930 7,171 32928 

Md* 2135-0073 2 230 2120 2924 244 18 

tea 1*25-0953 2900 1420 1978 25979 

J»i 2940-0946 2905 2925 1,168 231077 

fab 2450 -0.038 2500 2440 82S 159*3 

Wri 33072388,197 

■ "lnwnr suscuw 

WWBC {42900 USga^tfUSflafcJ - 


tar Ra 

pteny sc 

US eta equb. 


LsMI W* 



opm 

Spot 

31893 

52600 


pries ensagt m 

Lot 

«ri M 

Star Untag 

Us 


teg 

4020 -045 

40* 

38* 17,165 43980 

1 aoMi — 

990 6raonte . 

— 1.50 

Del 

4090 -033 

4095 

3990 

6928 2Q£6Z 

2«or»B Z3t r 2 anria 

MS 

tar- 

4t20 -070 

41* 

4085 

1906 6265 

3000018 

225 


Dec 

4295 -0J0 

4ZS 

41* 

538 6973 

fioM Coins 

S pact 

£ 800*. 

JH 

42* -1.10 

43.10 

42* 

Z52 3273 

ffiaUriiSRl 

2B7-2B1 

176-178 

ftb 

4600 

46* 


S3 1J67 

New Smrign 

66-70 

40-43 

Total 




26727 86387 


GRAINS AND OIL SEH1S 

* WHEW tPTE POO bag; E pw tonaa) 

Sril Days Opan 

pries ctaoga ligb Lot VM tat 

Sap 7125 +190 7000 7090 21 198 

■a* 7225 +190 7225 7190. 48 USB 

Jm 7425 +190 - 1921 

■ar 7625 +190 * - - - 950 

May 7825 +190 - - - 722 

Trial SB 7,104 

■ w«rcBreooabate*teaten8ibrita 

Sap 253J5 -225 2565D 4961 409B5 

Oee 27075 -290 27390 2B890 11987 56.488 

lb r 28625 -290 28890 28425 1904 19938 

■ay 29431 -290 29600 29490 68 3988 

Jri 30425 -225 30790 30190 378 7,402 

sap 31250 -190 - - 15 338 

rate 14981 mm 

■ B<BE car ftOOObuBbetBbSailitaio 

Sap 21400 -090 21590 211.75 154M 77907 

tee 222-75 -190 224J5 22025 25918157.121 

Mar 23375 -090 23590 23190 2917 40938 

May 24090 -075 24125 23890 1.190 12911 

Jri 24690 -025 24690 24390 1984 17901 

M 24975 +075 249.75 24625 31 1J34 

Trial 4688231X954 

■ MBteruffr 00 Marne parame) 

Sep 8970 - 41 

■os 72.75 +025 - 905 

Jm 7475 +025 7450 7490 20 287 

■ar 7890 +025 - - - 85 

■ay 7790 +025 23 

TMd 20 1911 

■ 30T«HreC8T690CteMe«bOTibta*6 

Mp 58690 +1475 56790 54990 2*4 2942 

Sip 58390 +45D 54590 53390 6953 17914 

■a* 54025 +075 541.75 53190 24903 80988 

JM 55125 +125 55290 54390 1247 11985 

tar 56175 +1 25 56290 55590 809 10927 

May 58990 +190 57290 56450 188 - 2744 


■ SOT4M5M 04L C8T (tPJQCte: cmCrtl 

Mg 2317 +095 2320 2297 998 3922 

8 * 2323 +091 2330 2392 2738 27.417 

Del 2392 +093 22M 2312 861 16.132 

DK 2347 +096 2394 2321 5,882 44904 

Jan 2391 +094 2393 2340 726 5974 

tar 2374 +092 2390 2356 330 7,186 

Tote 119* 116*8 

* SOMffiM MEM. COT POP bBC SftB9 

dag ' 1442 +46 1445 1389 2968 5914 

bp 1409 +09 1419 1389 6762 25918 

Oct 140.4 +0.J 1419 1389 1771 20285 

Dae . 1439 +09 1449 1*29 7925 61922 

Jm 1461 +19 1467 1441 S2E 10947 

tar 1499 +09 1509 1489 563 9917 

Trial 189* 1*9* 

■ WrOgBBUfEtZOlDaacrpgtairi 

Mar 809 4 - - - - - . 3 

■ar 1129 - - - - - 

Mr I860 -60 1730 1660 146 2249 

May 1760 -60 - - - .29 

Jta • I860 -09 

Trial 148 29* 

■ HU36HT (BFFSO UfE SIOMorpaM 


Aag- 

775 

- 

7* 

775 

11 

2* 

Oct 

881 

+fl 

an 

8* 

18 

486 

OT 

926 

+11 

93 

83 

— 

404 

Apr 

865 

+5 

— 

— 

- 

200 

Jri 

855 

+5 

— 

— 

— 

200 

Tate 

Ctaas 

Pier 



a 

1** 

BR 

183 

188 






PULP AND PAPER 

■ wuemmetuss; 24 way a°) 

am Days Opan. 

prica cteaga Hpb Uar IM -U 

Sip - 42890 - G790 42300 27 387 

Dae 46090 - 46190 48690 35 . 223 

Trial B 88* 

renre o«m 

MMuBSDtaaflPtWOjrCHS: 


Tea tom On Tea BratanT Assodatton 
Maanbasa base Oamand at prsgmriniy 
osier rats. Brighter BPls darfnaw 10-30 
cents wttft mataira 10 - 2 ff eenta eosiar. 
Low tnpdhm wed 5-15 eeup «nh 
pfatoer aorta kmer. Blfetfer fauormg and 
ookxoy rnsduna PFIa worn 10-W cotta 
eeskr. Lighter nsflums dapw d a ia d 5*18 
carta i«ta lower modunm and ptakior aorta 
540* cants aasta. Apoi (ram a few 
n ta ctari Bnae of Mgltar Squoring teas 
wMch were daarar, P dusts and dust Is 
*w lower. Pakistan paekara lent support 
bu the Bazaar and Afghanistan were quiet 
lhw« was leas enguay (Mm ^rgpi and the 


SOFTS 

■ coanuffipotanct state 

Salt Oay** Opan 

pries ebaape HM» Low Voi M 
Sap 1062 -15 1074 KB2 1976 30910 

tec 1093 -15 1(05 UK 3702 46410 

tar 1117 -14 1126 1106 407 41972 

Hay 1133 -14 1143 1132 32 142*7 

M 1140 .14 - - - 7341 

bp 1165 -14 1172 1172 506 25987 

Tote 4646 172735 

■ COCM CSCE ftQ tanatStaanal 

Sap 1548 -19 1567 1544 5959 17771 

tec 1581 -16 1599 1577 3980 Z7243 

Her 1621 -15 1639 1621 988 137Z7 

■fey 1648 -14 16* 1647 1! 5941 

M 1675 -14 - - 50 1748 

Sep 1701 -14 1715 1715 W 1977 

TaW " torn 13981 

■ COCOfcgaajFPB-Stannri 

tag 10 Me* Mr. day 

Daly 126197 126638 

■ taffgUPFEptanta Stoma) 

Sap 1617 -OD 1665 1605 22*5 16985 

Mr ISM -03 1625 1572 1972 12917 

Jm ■ 15* -65 1600 1550 100 2946 

tar 1538 -65 15* 1534 61 19* 

tap • 1533 -65 - - 35 250 

Ml 1533 -65 - - - 82 

Tote 47* 339*8 

■ COWfft? CSCE (37 JOMb; caatetoei 

Sap 12445 -STS 13390 12290 5279 11745 
Dae 11890 -690 12300 11890 3918 10852 

■ar 11525 -475 11890 IMHO 355 6246 

■q HS90 -440 11825 11590 38 22* 

Jri 11675 -415 11790 11590 ■ 48 1951 

Sip 11640 -295 11825 1TT90 19 V*47 

Tata 4211 ST*7 

* COftff (CO) ps artsfrmtl) 

tag M Pot. by 

coup. <My 10619 10699 

15 Osy smraga 10196 101.15 

■ MBTE 8MG4B UfflE (50 tnanaai Srtoocq 

Oct 2532 +06 253.7 2509 1977 21967 

tee 2SZS +09. 2532 2509 838 5991 

tar 2569 +05 2562 2534 586 7918 

■ay ’ 2599 +03 2599 2507 35S 2905 

Mg 2839 -OJ 2822 2622 38 1920 

Od 2629 -04 2622 2622 23 660 

TaW 0*7 36,185 

■ sugar •»* CKngJQtaKceegjta 


tar 

893 

+004 

642 

642 

2* 6768 

Oet 

945 

-091 

611 

67516*4 83*7 

■v 

634 

-001 

036 

619 4,122 41955 

Bq 

- 894 

-092 

035 

621 

853 67* 

JH ■ 

3* 

+004 

630 

9.11 

402 6817 

Oct 

645 

+094 

638 

638 

405 6488 

Trial 




22874 14BJ8B 

■ COTTOH NTGEf*900ta; cari 

a*H 


Ori 

7L48 

-193 

71* 

70* 

475 5928 

tec. 

7092 

-1.73 

71* 

8610 2*3 37,421 

■ar 

7L01 

-191 

71* 

70* 

2* 1S*3 

■«1 

71* 

-1.18 

71* 

70* 

226 8931 

Jri - 

7223 

-097 

72.45 

71* 

* 44M 

Trial 





6*7 77901 

■ VUHGE JMZ MVC6 {15900U CtestaO 

sag 

10680 

-0.15 107* 106* 1*3 13*4 

Wm 

11610 

-610 11635 KB* 

771 5995 

Jm 

m.oo 

-015 113* 112* 

106 2449 

8br 

115* 

-610 116* 115* 

117 1928 

■ay 

118* 

-010 

— 


10 684 

Jri 

12195 

-610 121* 121* 

- 276 

Triri 





2*9 23911 


Open taknei end Vtaasa bn riwei ler cortneli 

mm » ccscx nnmx. car. m e. esc css 
and R Coda os « one Bay harass, vttam 6 
Opea ktetaet m tar ta taatled taotas 


MEAT AND LIVESTOCK 

■ uwcgTitotHOJOPtypatatoa) 

Sail Days 

Mbs ekaaga *ih Law W 

Mg 61.700-0625 82475 81950 39* 
Oct 61925-0750 62230 61900 5928 
Dae 62525-0575 63900 62950 1928 
Fob 64060-0350 64450 63800 702 
Mr 65925-0.775 66250 66900 SB 
Jm 64350-0460 64650 642* BO. 
Triri 119H 

» tEMUnCSCMEtfOflBEK; cmlpgBj 

Mg 51225-09* 519* 51.175 1963 
Oet 42925-1900 442S 429* 2705 
Me 43250-1400 44300 43200 736 
M 47925-1908 47900 46980 283 
Mr 46400-0975 47900 46400 16 

MR 54700-0900 55.750 54500 . 17 
Triri 59*. 

■ WtataiBCta(4B^M»:«atate4 

Mg 62925-0.150 64400 620* 1225 
Fab 55950-0750 57900 55*0 861 
tar 56200-0900 57900 56800 1 

Trial 2,190 


LONDON TRADH) OPTIONS 

tata tecs S taODB -Cate- — Pot* — 


6B.7%|IME ■ 

12* 

1300 

1*0 

■ COFHB 
taada 4) LME 

1500 

1800 

1780 

■ COH&lfTE 

15* 

1800 - 

16S0 — - — 

■ COCOA IRE 

10* 

1075 

1100 


LONDON SPOT MARKETS 

■ C*OOE 06. FOB tartan* +< 


Sap 

Dec 

Sap 

Dec 

65 

4 - 

IM 

16 

29 

17 

71 

32 

9 

(f 

' 45 

50 

tep 

Dec 

Sri> 

Dec 

125 

3 

183 

29 

48 

27 

100 

64 

11 

8T 

a 

113 

-Sep 

tor 

sap 4 . 

Mar 

73 

77 

8 

47 

33 

32- 

16 

72 

10 

36 

43 

.106 

S4P 

Dec 

Sap 

Dr 

19 

70 

7 

27 

6 

55 

19 

37 

1 

43 

39 

.50 

sap 

OO 

Sep 

Od 

. 

- 


52 

- 

43 

- . 

■ - 


Drib 

811 62-1.71 

-02S5 

Brent Baod (datocQ 

81195-1* 

-093 

Bwuaeol papt 

811.85-1.90 

■C48 

W.Tl 

, $1 294-298* 

-64B 

■ 06 Prowers iMEpnsnpf data] CF (Bate 

Prarfsa Gaeotaa 

8153-180 

-89 

tea* 

SI 01-104 

-4 

HmyRrin 

S8C-S2 


totee 

.8120-123 

-2 

Jet tri 

8110-112 

-65' 

Otari 

8110-111 

-B 

■ luraHM. GAS dtacetori 


Mart 

1075-1685 

+0* 

itairan to W wot pm> zse arm 


■ SOB* 




INDICES 


SdU (par toy . 
Star (per tray os* 
PWaoa gw koyn) 
Pakadbn tartoeyoq 

fafpii 

Lead (US prat) 

Tin tote tnao) 

Uadtartatf 

Qtaetaa waOQ 
Stag pea tatfiD 
nftspaweW . 


■ tataapsalMm eicq 

Am 11 MB 10 warib ago ym r 

15465 15*69 15373 191 

■ OB Rtati gate T867- 10Q 

Mg W Aagi 7 pnta ago jm 

20696 20899 

■ esq BaaKiSTD^rcq 

Aag W tag 7 Manage yaw 

14152. 14412 - 15093 1« 

U* MMMUSE S1DCB teawri 



In day ngv gai) . 

S219.70 

+160 


Ln dffif sujaf fata 

S28E* 

+050 

jtaraga 


. teq 

El 09* 
Ufa 


191T9 

Mata (US NS3 TkbwJ 
WtaMUS Drt 



Ftabarptflf 

- 4625p 



MvW ? 

4ft75p 



debtor (HBSSHoT) 

2779ft# 

-1* 


cowwrnfPwS 

64597 

-59 

19420 

Ptaa**byj§ 

awn 

-60 

Capa P*§ 

S39597 

- 


ManMn 

-19JS 

» 

484*5 

Atattn rioy 

- 

to . 

689* 

teppar . 

+19* 

to-. 

284975 

Leas 

+778 

. to ' 

113925 

New 

-222 

b 

*0964 

Tat 

-8B 

to 

3869* 

Tto 

. -1* 

■ 

6.43) 



CRO SSWORD 

No.9,758 Stt by ADAM Ah^ 



All the Amiss clues have a connection with C and 
P» althougai 14 and 26 are perhaps more S than C 

. mi. 4 — . ® Diced fruit at super party. 

popular in the Middle 
4 Backed the National win- (9) 


GttaP (MoriCA' MM . .. B 

t ear «h taw tataa driri ppaa 
Ig. ■ tahtaa (eM* 7 tata * to 
beaaw f tea — t uuu * oogew 1 
UiatedBWata 


ACROSS 

I The fiat lady's C (6) 

4 Backed the National win- 
ner t what aC!(6) 

8 In June the court win issue 
writ to prevent a C (7) 

9 P provides firm with out- 
side increase in power (7) 

11 In the capital, men had 
constructed a place of P 
(6,4) 

12 The P line remains (4) 

18 Bail possibly granted on 
one data of absence from 
C<5) 

14 The S of maturity? (8) 

16 Decision before P: no point 
in just imprisoning direc- 
tor-general and staff (8) 

18 One in daily P to America 
0) 

20 Second banker for C (4) 

£l A little work in person 
transforms place of P <4.6) 

23 Verbal P for hiding money 
in the cinders (7) 

24 Capital stocks of P (7> 

2$ Is P by torture alien to C? 
( 6 ) 

26 Came to same conclusion 
about American S <6) 


DOWN 

1 For example writer comes 

over to have a good time 
(5) ■ 

2 Try the old city (with 
friend from France) far fish 
(7) 


5 Working out clue about 
new member of the family 
(5) 

6 Uncertainty about the 
French garment (?) 

7 One who marries a hospital l 
doctor (9) 

10 Money made from writing 
about the Windsors? (9) 

13 Like five (9) 

15 Taking the Hd off local gov- 
ernment finance? (9) 

17 Quote the magazine which 
cranes up with an tgjg-caU 
(7) 

19 Parts of the body are siek - 
a chopper is outride (7) 

21 In former times accepted 
the university had weight 

15> 

22 Love to read about having 
blades (5) 

Solution 9,757 
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LONDON STOCK EXCHANGE 


BP mega-deal fails to halt plunge in equities 


— ,—2: I* 


WK[RB|mT 

By Peter John 


What looked like an equity 
bloodbath yesterday was 
more a very close shave with 
a blunt blade. 

The news looked pretty 
bleak. The leading index was 
down more than 3 per cent 
as part of a global sell-off. It 
shrugged off news of what 
could turn out to be the big- 
gest ever takeover by a UK- 
Usted company. 

But traders and strategists 
all said they had seen little 
genuine heavyweight selling 
and many remained con- 


vinced that once the big 
investment institutions were 
back in gear after the sum- 
mer holidays the buyers 
would return. 

Although the FTSE 100 
index ended the day 154.8 
down at 5.432.8. the head 
dealer at one broker said: “l 
think at this stage it is just a 
buyers' strike. 

"Everybody is so bearish 
at the moment There is cash 
available and people want to 
buy the market But there is 
so much uncertainty that 
people are sitting on their 
hands," he added. 

London was always head- 
ing lower. It opened in the 


wake of heavy faBs in Japan 
and Hong Kong. 

The currency markets reg- 
istered their lack of confi- 
dence in Japan’s new admin- 
istration and the yen 
dropped to its lowest level 
against the dollar for eight 
years. 

Footsie was quoted down 
30 points after the pre- 
market index was calculated 
and by lunchtime it was off 
184 points. At that stage, it 
was showing a slide of more 
than 12J> per cent since the 
peak just over three weeks 
ago. 

The net slide represented 
the biggest one-day points 


drop since October last year. 
and was one of the heaviest 
points declines ever. How- 
ever. in percentage terms, 
the fan was just Z8 per cent, 
compared with the 122 per 
cent suffered in one session 
during the crash of October 
1887. 

News that BP plans to 
take over Amoco to create a 
SllObn company gave a brief 
fillip and Footsie clawed 
back 80 points very quickly. 

However, arbitrageurs sell- 
ing BP to hoy Amoco as a 
cheap way into the deal 
ended the gams in BP and 
undermined any prospect of 
a general recover. 


Moreover, the Dow Jones 
Industrial Average was 
down more than 200 points 
during the last hour of the 
UK. trading session. 

Most of the weakness in 
London spr an g from sefltag 
in the derivatives market, 
where Footsie fixtures traded 
at a smaH bat persistent dis- 
count to their estimated fidr 
value throughout the day. . 

-That suggested people 
wore looking to seB equity 
risk rather than offload 
shares, “ said Ian Scott of 
Lehman Brothers, who 
remains convinced that 
Footsie can return to 6,400 
by the end of the year. 


On the other hand, the 
selling affected all arses of 
the market The FTSE 250 
index fell 102 points to 
5,2023 and the SmallCap 
to 2367.7. 

Turnover by 6pm appeared 
unusually heavy at 941m 
shares. Nevertheless, once 
the 280m shares traded to BP 
and Shell Transport were 
stripped out the under- 
lying volume was not exces- 
sive. 

Because o( the heavy trade 
in the oil leaden, it was 
weighted firmly in firvour of 
Footsie stocks, which 
accounted for nearly 60 per 
cent of the day’s total. 
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Takeover 
boost 
for BP 

mS^RT ~ 

By Jod Kbazo and Martin Brice 

Heavy technical trading in a 
single stock overshadowed 
the overall decline in the 
stock market as traders 
reacted to the shock 
announcement of British 
Petroleum’s planned take- 
over of US oil giant Amoco. 

The surprise £3<L3bn deal 
to create a company capital- 
ised at SllObn was unveiled, 
as some dealers took a 
lunchtime breather to enjoy 
the London sunshine, briefly 
helping to reduce the decline 
on a tumbling equity mar- 
ket 

Within an hour of the 
announcement the shares 
were testing the 900p level as 
traders scrambled for stock. 
But that appetite waned by 
mid-afternoon after dealers 
spotted the arbitrage oppor- 
tunities and took advantage 
of the price anomalies 
between BP'S offer and Amo- 
co’s underlying price. 

As arbitrageurs sold BP. 
the shares retreated from 
their peak to close only 22 
ahead at 796p. T o ro over of 
131m accounted for 14 per 
cent of the market’s total 
volume. 

Sector specialists were 
euphoric. John Toalster at 
SG Securities said: “BP bad 
run oat of steam before the 


announcement of the pro- 
posed merger. This will pro- 
vide it with a new lease of 
life and create a credible 
challenge to both Shell and 
Exxon.” 

Jeremy Elden at Commerz- 
bank also welcomed the deal 
and said: "This is bad news 
for a company like Shell 
which had size to fall back 
on in the past.” 

In the rest of sector, news 
of the deal hit Shell and the 
shares fell 19^< to 347%p after 
trade of 47m. Burtnah appre- 
ciated 5 to £1035. 

Chemical group BOC rose 
in response to its announce- 
ment of restructuring and 
cost-saving moves in its 


nine-month results before 
coming back with the mar- 
ket. It had previously hinted 
at restructuring and the ini- 
tial strong share price rise 
displayed the positive 
response from investors. 

For most of the day, the 
stock was one of the few 
Footsie companies to show 
an advance, op 38p at best. 
But as the market chalked 
up larger declines in late 
trading. BOC shares were 
caught in the general fall 
and ended down 4 at 7S6p. 

Gay Phillips at SG Securi- 
ties moved from “bold” to 
“buy". He said the results 
were about 4 par cent above 
expectations, the restroctur- 
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ing was “very convincing” 
and the shares were likely to 
recoup same of their 45 per 
cent und erperformance of 
the FTSE All-Share in the 
past year. 

There was relief in the 
market after retailer King- 
fisher said St was consider- 
ing an alliance with French 
retailer Castorama, rather 
than a takeover bid. 

Kingfisher confirmed it 
was in talks with the French 
do-it-yourself chain but said 
the discussions “do not 
envisage an offer for Casto- 
rama shares.” The shares 
held steady at 473iip after 
trade of 43m. 

Strategists believe a link 
with Castorama to be a 
move in the right direction 
for Kingfisher but had been 
nervous about the group 
having to fund such a take- 
over through a rights issue. 

Earlier this year. King- 
fisher held talks about a pos- 
sible merger with supermar- 
ket group Asda, 6 off at I8£ipi 
Volume was 16m. 

Insurance giant CGU, 
formed from the merger of 
Commercial Union and Gen- 
eral Accident, tumbled 79 to 
£10.45 in nervous trading 
ahead of today's interim fig- 
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ures. Analysts expect a 
sharp drop in profits to 
between £28Qm and £290m, 
wefl bekrw £438m achieved a 
year ago. 

Sector specialists Indicated 
they expect the company to 
report a sharp decline at its 
general insurance unit due 
to large weather-related 
claims over the last six 
months. 

. Sedgwick which reported 
interim figures was among 
the few stocks that moved 
ahead. They dosed 2 up at 
I58p while life assurance 
group Scm Life & Provincial 
fell 46 to 506$. 

Banks were hit hard by 
the market slide. Bank of 
Scotland Fell 45 to G07p, 
while Royal Bank of Scot- 
land surrendered 70 to 910p. 
Among banks heavily 
exposed to Asia. Standard 
Chartered Ml 44 to 593p and 
HSBC 89 to £12.60. * 

IT stocks suffer 

Leading information tech- 
nology stocks suffered more 
than the general market 
decline, with Sage off 90 at 
£14.35, Admiral TO at 
m.42% and FI IDO to £1735. 

“Take profits” advice on 
CMG from Granville saw the 
stock lose 60 to £1&65. 
Research fr o m Ian Spence at 
the broker said: “On nearly 
90 times 1998 earnings, any 
upgrades are in the price.” 

On-line information com- 
pany Dialog, which changed 
its name from MAID in 
November, rose 12% to 185p 
after announcing a five-year 


contract with the - BBC, 
worth £4m to £5m. Senti- 
ment ms also helped by 
Dresdner Klein wort Benson 
putting a 3O0p target price. It 
said earnings per share ware 
expected to grow from lQ.6p 
to 2L7p by 2000. 

British Airways tell in 
reaction to earlier first- 
quarter results and concern 
over a possible delay to its 
planned merger with Ameri- 
can Airline. The stock was 
down almost 9 per cent or 48 
at509p as 63m woe traded. 

The figures have prompted 
downgrades on the currant 
full-year forecasts from a 
consensus of about £645m to 
nearer £600m and to a figure 
of about £680m for next year. 

But remarks from EU com- 
petition commissioner Karel 
van WGert prompted fears of 
a confrontation with the UK 
government over the fete of 

landing and take-Off . Slots St 

Heathrow and Gatwiek. 
which coaid delay any 
merger. 

A downgrade by Teather & 
Greenwood in Blue Circle 
put the broker at the tower 
end of forecasts for the fun 
year. David Taylor at the 
broker moved from a pre-tax 
forecast of £340m to £S25m, 
nnrf told clients: “Blue Cir- 
de’s strategic vision seems 
distinctly blurred and we 
ftmit it has hard lessens to 
team on focus.” The shares 
were off 3 at 328p. 

HeadUm . the Small Cap 
floor coverings company, 
exceeded the most bullish 
forecasts as It unveiled a 30 
per cent pre-tax advance and 
showed it had escaped the 
problems suffered by Allied 
Carpets and Carpetriffet 

The shares advanced 2% in 
early trading but ended the 
day off 2% at 300p. The com- 
pany talked of “a more chal- 
lenging sales environment" 
but made a bullish trading 
statement. Caipetright was 
unchanged at 264%p. For the 
second day running, it 
announced a buy-back, this 
time of 305,000 shares at 

262p. 
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Long hot summer keeps heat on Japan 


EMEH6IH6 MARKET FOCUS „ 

More casualties 


WORLD OVERVIEW 


The late-slimmer correction 
In global stock markets took 
another downward lurch 
yesterday, defying the hopes 
at those who thought August 
might be a quiet month, 
writes Phitip Coogm. 

Asia once again started 
the rot, with the yen hitting 
a new eight-year low, just as 
it had been threatening to do 
for a week or so. 

The lack of detail so for in 
statements from the Japa- 


nese government has foiled 
to inspire investors so all the 
benefit of June's concerted 
Intervention to support the 
yen has now been lost 

The decline of the yen cxm- 

tinued to spark fears about 
the stability of the Chi n ese 
renminbi and the Hong 
Kong dollar, with knock-on 
effects across the rest of 
Asia. The Hang Seng Index 
foil below 7,000 aztd recorded 
a five-year .low. 

After Asia had closed, 
Indonesia provided a brief 


test of European markets’ 
nerve after a bankers' state- 
ment that suggested the 
country had defaulted on a 
sovereign debt payment 

As the day unfolded, the 
story became more complex. 
The Paris Club said that 
Indonesia had been expected 
to suspend some debt repay- 
ments In August but one 
bank, Credit Agricole Indo- 
suez, said the payment sus- 
pension had been unilateral. 

Russia made its own con- 
tribution to the gloom, with 


yields on Treasury bills 
j ump in g to 115-130 per cent 
and a suspension on the 
Moscow stock market after 
stores had slid 7 per cmt. 
After the return from sus- 
pension, the RTS index 
aided more **mn 9 per gent 
down. 

As has been usual this 
month, European bourses 
were helpless in the foes of 
international trends. 

As it soon became appar- 
ent that Wall Street would 
open lower - the Dow Jones 


Industrial Avenge bad 
dropped more than 25Q 
points by lunchtime - stock 
markets foil across the conti- 
nent 

Sven sews of the merger 
between BP and Amoco, one 
of the largest deals ever 
seen, foiled to give the mar- 
kets more than a brief Oft 
Most European bourses 
ended 2-3 per cent lower. 

The weakness of stock 
markets prompted some 
switching into the safe 
haven of bonds, with Ger- 


man Ifryear bund yields foil- 
ing to post-war lows. 

The && ftt US and Euro- 
pean atock wwVwtg now rep- 
resents the biggest setback 
Since 1994. Bffl O’Neill, inter- 
national investment strate- 
gist at HSBC Securities, said 
that there are signs of 
decoupling between bonds 
and equities. 

"There is concern about 
the direction of policy in 
Japan and it Is proving hard 
for markets to break out of 
the downw ar d spiral" 


fall to Asia crisis 


Profit fears Firm oils lift Paris off lows 

push Dow se=- 

•m -m m an early shakeout on Wall 15Q ' V : - ‘ speculation that btu 

KAlAlIf sm I ftfl I Street sent PARIS steeply - * man Cesare Remit! ha 

1 ill ww (J^evV VI W lower, although shares 140 &W4M, A. b uying into the group. 

Tf bounced off early lows . ai /\ J HELSINKI Jot grot 


AMERICAS 

Renewed fears about 
corporate earnings, driven 
by Asia and the rising dollar, 
sparked widespread selling 
on Wall Street and sent the 
Dow Jones Industrial Aver- 
age bucketing down through 
the 8,400 level in active trad- 
ing, unites John Ldbote in 
New York. 

The worst of the selling hit 
the market early on with the 
Dow down more than 220 
points in the first hour of 
trading. By early afternoon 
blue chips were off their 
lows, but the broad market 
remained determinedly nega- 
tive with declining stocks 
beating the risers by more 
than 7 to l. 

The Dow was down 19053 
or 2.2 per ceHt by early after- 
noon at 858452. The broader 
Standard &Pora^s 500 index 
was Off 20.39 to 1,062.75. 
Hardest hit were technology 
and small-COinpany charge 

The Nasdaq composite, 
weighted in technology 
shares, tumbled 5151 or 2.8 
per cent to 1,787.30 while the 
Russell 2000 index fell more 
than 3 per cent to 398.79. 

The band market was no 
help to equities. US Treasury 
prices singed cm a flight to 
quality and the dollar gains. 
By early afternoon the 30- 
year Treasury bond was up 
£ at 10722. Bending the yield 
down 5.588 per cent 

Financial stocks were hard 
hit The Philadelphia Stock 
Exchange's bank stock index 
came off more than 3 per 
cent at 771.28. Among Dow 
component shares, Travelers 
Group fell $2» to $58% and 
J.P. Morgan lost $4& to 
$116%. 


Takeover news boosted 
same sectors. British Petro- 
leum's takeover of Amoco 
sent both shares higher. 
ADR shares of BP were up 
$2% to $78% while Amoco 
climbed $6& or more than 16 
per cent to $47ft. 

PalneWebber also pushed 
higher, up more than 5 per 
cent to $47&, on rumours 
that the company was in 
talks with Dreedner Bank of 
Germany. 

Healthcare, stockB were 
racked by a large loss 
reported by Oxford Health 
Plans. Oxford's shares 
plunged more than 7 per 
cent cr $£ to $6£. United 
Healthcare, which on Mon- 
day said it would not mage 
with Humana, fell a further 
$2* to $Slft. 

TORONTO moved lower 
across the board with shares 
diving far cover in the foce 
of currency worries and the 
early weakness on Wall 
Street The 300 composite 
index was off 193.40 at 
653050 at noon. 

Ranks c ontinued to stream 
lower. Bank of Nova Scotia 
lost 45 cents at C$3150 and 
Canadian Imperial, which 
issued a profits warning last 
week, fell 75 cents to C$3550. 
Royal Bank of Canada gave 
up C$2.40 at CS7L10. 

Golds were also in the dol- 
drums - Barrick fell 75 cents 
at CS2450 and Placer Dome 
shed 30 cents at C$15.40 - 
and there were plenty of big 
fallen among industrial 
shares. 

Alcan Aluminium shed 
C$1.30 at C$3650 In active 
trading and Seagram fell 
C$2.75 at C$47.90. Northern 
Telecom lost C$1.95 to 
C$8030. 


EU ROPE 

Asian currency wobbles plus 
an early shakeout on Wall 
Street sent PARIS steeply 
lower, although shares 
bounced off early lows 
thanks to an active after- 
noon for the oil sector. 

Turnover was above aver- 
age far August at FFT12.6bn 
with Total and Elf Aquitaine 
contributing a combined 
FFrL9bn on the news that 
British Petroleum planned a 
mega-affiance with Amoco of 
the US. 

The two French oil stocks 
rose FFr10 to FFr630 and 
FFr5 to FFr704 r espec ti vely 
in marked contrast to the 
weakness shown across the 
rest of the market 

At tiie close of trading, the 
CAC 40 index was off 93.47 at 
3545.9 after touching a low 
for the session of 3.786J9. 

Thomson-CSF was the 
day’s backmarker, sliding 
FFr17 or 7.4 per cent at 
FFr212. Peugeot and Saint 
Gobain both feQ more than 6 
per cent, tumbling FFr73 at 
FFr1,047 and FFr61 at FFr940 
respecti vely. 

FRANKFURT came off 
174.65 at 5,285.78 on the 
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FFr5 to FFr704 respectively FI 131.50, was the day’s 
in marked contrast to the steepest falter, but there was 
weakness shown across the plenty of action elsewhere 
rest of the market among financials. ABN 

At the close of trading, the Amro shed FI 250 to FI 4650 
CAC 40 index was off 93.47 at in 105m shares traded. Phil- 
3545.9 after touching a low Jps gave up FI 8.10 at FI ISA 
for the session of 3.786J9. Royal Dutch ended FI 250 
Thomson-CSF was the lower at FI 9850, although 
day’s backmarker, sliding news of the BP and Amoco 
FFr17 or 7.4 per cent at merger lifted the stock off a 
FFr212. Peugeot and Saint F19220 low with 11m shares 
Go bain bnth fan more than a changing hapfls 
per cent, tumbling FFX73 at ZURICH tumbled on heavy 
FFr1,047 and FFr61 at FFr940 trading and the SMI index 
respecti vely. lost 273.4 or 85 per cent to 

FRANKFURT came off 7,447.9. Volume, which has 
174.65 at 5,285.78 on the hovered around SFr2bn 
Xetra Dax index as 10-year recently, rose to SFr4.6bn. 


German bond yields sank to 
fresh lows. 

Dresdner Bank fell DM455 
to DM93.06 following a wave 
of rumours that the bank - 
which declined to comment 
- was stf to pay mare than 
$10bn for PalneWebber, the 
US broking house. Deutsche 
Bank lost DM5.75 at 
DM126.65. 

, Volkswagen stayed under 
a cloud, felling DM12.10 to 
DM140.85 for a two-day 
decline of almost 15 per cent 
Karstadt, a strong market 
lately, ran into determined 
profit-taking. The shares 
gave . up DM49.30 at 
DM79O20. SAP lost DM8350 
at D M1547. 

AMSTERDAM ran into 


Derivatives-led technical 
trading added to activity. 

Asian-related stocks were 
hit SOS, which has declined 
sharply over the past few 
days on the negative impact 
of Asian exposure on its 
p ro fi t s , fell SFrT67 or 8.4 pa 
cent to SFrl52L ABB also 
declined SFrl21 to SFT1599 
an Asian jitters. 

Financials were sold off, 
with UBS down SFr2B or 45 
per cent to SFrSGO and Credit 
Suisse SFrl7.60 lower to 
SFr828.50. Vontobel, the 
asset manager, declined 
SFrl91 or 8 per cent to 
SFrit211, while Swiss Life 
dropped SFrlOO or almost 10 
per cent to SFi915 on linger^ 
ing uncertainty over UBS 


Mexico City tumbles 


heavy selling with ING off plans for its 25 per cent 
65 per cent and Philips stake in the insurer. 


MEXICO CITY fell Steeply in 
early trading with the weak 
Opening on Wall Street and 
Monday's late monetary 
tightening by the central 
bank proving too punitive a 
combination for investors. 

At midsession, the market 
was off 55 per cent with the 
IPC index falling 202.35 to 
3529.14. 

SAG PAULO took fright at 
the sight of tumbling Asian 
and Russian markets. 


TelehrSs fell 4.6 per cent to 
R$11450 and Petrobrfts came 
off 3 per cent at R$19559. 
The Bovespa index was 
down 404 or 4.4 per cent at 
8,778 at midsession. 

CARACAS continued to 
slide lower in What brokers 
described as moderate morn- 
ing volume. 

The benchmark IBC influx 
was down 157.13 or 35 per 
cent at 4,024.73 at midses- 
sion. 


down 5 per emit The AEX 
index ended 42,66 or 3.7 per 
cent lowm- at 1,12458- 
ING, down FI 9.10 at 


MADRID lost ground as 
investors fled to bonds, and 
the general index fell 26.75 
or 3 per cent to 852.1L 


Futures lead Jo’burg lower 


Johannesburg suffered 
heavy selling across the 
board and at the close the all 
share index was off 5.1 per 
cent at 6503.7. _ 

The session was domi- 
nated by downside pressure 


from the flitures market and 
financials bore the brunt of 
the selling, tumbling 6.7 per 
cent to 10,7555. 

Industrials shed 4.5 per 
cent to 7,376.7 and golds 
gave up 3.7 per cent at 917.7. 
Among banks, ABSA feQ 85 
per cent to R2550. 


Tokyo bears brunt of yen drop 


MMJMH6 _ _____ 

The yen continued to ride 
roughshod over Asian mar- 
kets. falling to an eight-year 
low against the dollar. 

TOKYO set the tone for 
the day, extending the 
decline on the Nikkei 225 
Average to 55 per cent in 
seven days, writes Khozem 

Merchant. 

The benchmark ended 
219.43 or L4 per cent lower 
at 15,40659 after trading 
between. 15,630.07 and 
15510.69. There was heavy 
selling as the yen broke 
through Y147 to the dollar. 

The turmoil weighed 
heavily on the banking sec- 
tor, which took another bat- 
tering. The Long-Term 
Credit Bank of Japan fell Y6 
or nearly 14 per cent at one 
stage before settling at Y3S. 
down Y5. LTCB was the 
day's most heavily traded 
stock- 

All but one of Japan’s top 
19 banks ended lower. Sak- 
ura Bank lost Y15 to Y283, 
another low for the year, 
amid concents that it would 
be unable to recover Y14bn 
in loans to Mita Industrial, a 
photocopier maker which 
filed for bankruptcy earlier 
this week. 

Steel and construction 
stocks were also under pres- 
sure. Nippon Steel closed Y1 
down at Y249 in some of the 
heaviest trading of the day. 
Hie biggest loser was Ishi- 
kawa Seisaku, a large textile 


Japan 
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machine maker, which lost 
16.7 per cent or Y100 at Y500. 

The. Topix index of all 
first-section shares fell 2051 
to 1,18658. Losing shares 
outweighed gainers 952 to 
189. in Osaka, the OSE index 
came off 240.62 at 1653858- 

HONG KONG hit a five- 
year low on the Hang Seng 
index, which fell 25457 or 3.6 
per cent to 6,77955. The ses- 
sion was again dominated by 
economic and currency wor- 
ries plus hardening money 
market rates. The three- 
month HIBOR rose to 1L6 
percent 

HSBC fell HKS7 to HKSL55 
and accounted for more than 
25 per cent of the day’s 
HK$5bn turnover. Sun Hung 
Kai lost HK$2.05 at HKS2Z50. 
Rumours of a devaluation of 
the renminbi were given 
added impetus by the news 
of widespread flooding in 


China. The red-chip index 
fell 2.7 per cent and H shares 
came off 45 p er Cent 

KUALA LUMPUR turned 
in the day's steepest Aslan 
loss, Riidtog 55 per cent or 
18.58 to 334.70 an the com- 
posite index, the lowest for 
10 years. 

The ringgit was weak and 
financial stocks came in for 
heavy selling. Malayan 
Banking, which puts out a 
results statement later this 
month, gave up 18 cents at 
M$256. 

JAKARTA fell 14.10 or 3.4 
per cent to 407.06 on the 
composite Index as currency 
weakness and rumours of a 
possible default an sovereign 
debt sparked selling across 
the board. Turnover was 
Rp239bn. 

Brokers said the trend had 
been exacerbated by a 
scramble by some traders to 
square positions ahead of a 
long holiday weekend. Mar- 
ket heavyweight Telkom 
shed Rp350 or 9.4 per cent to 
Rp3575 in 2m shares traded. 

MANILA tumbled to a 66- 
month low as the central 
bank increased key interest 
rates for the second time 
this week. The benchmark 
composite index lost 54.47 to 
L373.19, a decline of 35 per 
cent Manila Electric fell 5.50 
pesos or 6.1 per cent to 84 
pesos while Ayala Land gave 
up 60 centavos or 65 per 
cent to 850 pesos. 

SYDNEY retreated L4 per 
cent In moderate A$768m 


turnover with the All Ordi- 
naries index ahping 865 to 
2561.1. Regional currency 
worries plus uncertainty 
ahead of tomorrow’s tax 
reform package caused the 
selling. 

BHP fell 34.8 cents to 
AflS.13 after Merrill Lynch 
reduced its earnings fore- 
casts for the resources giant 
News Corp, which puts out 
results tomorrow, shed 165 
cents to AS1L24, while Com- 
monwealth Bank lost 25 
cents at A$19.55 ahead of 
today's results statement 

BANGKOK fell 4.16 or 15 
per emit to 2S4J4 <m tin SET 
index ahead of today's 
national holiday. The bank- 
ing sector stayed under a 
cloud, sliding a farther 4.6 
pa- cent 

Bangkok Bank was the 
day's most active stock, 
crashing 13.5 per cent or , 
Bt455 to B 137.25. Some ; 
financials met with bargain- ' 
hunting. National Finance , 
jumped Bt0.60 to BtS.10, a , 
gain of 24 per cent 

TAIPEI ignored regional : 
currency concerns and hard- 
ening local money markets 
rates to stand firm against 
the Asian downtrend. 

At the dose of trading, the 
weighted index was up 1156 
at 758358; although volumes 
were low. Brokers said there 
was some bargain-hunting 
among electronics shares 
but that the day’s uptick 
was mostly the result of a 
technical rebound. 




Fears of a sharp decline in 
Asian demand hit metal 
companies, which were 
among the biggest dediners. 
Tubacex, the pipe maker, fell 
Pta22 or 5.4 per cent to 
Pta387 while steed 
Aceraha retreated PtalOO or 
5.8 per cmt to PtaUSS. 

Telefonica fell Pta270 or 
8.7 per cent to Pta7,070 
following reports that SG 
Securities had removed the 
telecoms group from its 
European portfolio due to 
concerns of its investments 
in TelebrSs of Brazil. 

MILAN declined amid tirin 
volumes, with the Hlbtel 
down 642 or 2.7 to 22504. Oli- 
vetti, the most active issue 
of the day, fell Lid or 25 
per cent to LM9B. 

Fiat fefi L222 or 34 per 
cent to L6540 after news 
that Brazilian car mIm fa 
July fell to 88,400 units, 
down 24 per cent from a year 


earifer. Gorina lost L24 at 
L1537 after yesterday’s 
sharp gains. Traders noted 
speculation that business- 
man Cesare Rmniti bad been 
b uying into the group. 

HELSINKI lost ground on 
weakness in Nokia, and the 
Hex ftvfr* fen 27659 or 55 
per cent to 4,7525a. 

Nokia lost FM850 to 
FM48750, while the metal 
and engineering sector 
dsefined on Asian worries. 

F ores tr y shares fell 4 per 
wnt a fbw «n«w DBDerRTOUDS 

reported their first-half 
results. UPM Kymmene 
declined FM5.4D to FM120 
while Rnso retreated FM250 
to FM4650. 

ISTANBUL bounced off 
session lows to end with the 

100 index down 288.12 at 

3,43248 for a two-day decline 
of 18 per oak Four stocks 
accounted for almost 27 per 
cent of the day's volume, 
indodfaM k ftanfc and oil 
refiner Thprad, which fell 
H400 to T35400 and TL5500 
to 7138500 respectively. 

MOSCOW ended steeply 
lower after a day at hectic 
trade which saw the KISt-IF 
index suspended at one stage 
flaring the war ring after 0 
deefina of 7 per cent trig- 
gered circuit breakers. At 
the close, the main elec- 
tronic benchmark was off 
1152 or 9.1 per cent at 10850, 
a low for toe year. 


riuhi am ana oy <anny 
Brawn, Bata T sitwi I , Paul 
tbagan and Mar Ml 


gwfwg in ff market Invasion 
had few places to hide as the 
yen hit an eight-year low. 
and equity markets 

fen through key support fev- 
els amid rumoun of a possi- 
ble default by Indonesia of 
its sovereign bonds. 

The yen's decline past 
Y147 to the dollar fuelled 
feus at the devaluation of 
the Chinese renminbi and 
Hong Kong dollar, sending 
regional currencies and 
shares lower. The conta gi on 
effects were quickly trans- 
mitted to markets in other 
regions, and even eastern 
Europe, which had held rela- 
tively firm against recent 
volatility, also buckled. 

“AH the fau lt lines - Rus- 
sia, Brazil a«fl South Africa 
- are showing signs of 
stnHn," says Matthew Mer- 
its wuwfegt strate- 

gist at ING Barings. 

The casualties time 
have not been limited to 
emerging markets. Asia’s 
weakness has hit developed 
markets where uncertainty 
over corporate profits has 
weighed on sentiment, and 
US European shares 
have started to look overval- 
ued. Asia's woes could 
threaten to set the tone for 
global equities. 

With the state of Japan’s 
economy and its bad-loan 
problem at tin root of tin 
yen's weakness, tin volatil- 
ity in emerging markets 
could persist The new gov- 
ernment under Kefcjo Obuchi 

has felled to lift pwadmLsm. 
and pressure an toe yen is 
expected to 

“People are betting that 
Japan will let the yen go," 
says Amah Banerji, chief 
investment officer at Foreign 
& Colonial. The risk for 
those who have 90ld the yen 
and Hong Kong dollar is that 
Japan will i nterv ene to sup- 
port Its currency. However, a 
strong yen would not be in 
Japan's current Interests. 

The Chinese are unlikely 
to allow the renminbi to 
devalue in sptte of numerous 
threats to do so, says Mr 
BanetjL “It would be politi- 
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The "Shell" Transport and Trading 
Company, Public Limited Company 

Notice to Holders of Share Warrants to Bearer 

Holders of the undermentioned Share Warrants to Bearer in the 
Company are reminded that, after surrender of coupon No 200 for 
payment of the final dividend for 1 997, the coupons on such 
warrants will be exhausted. 

The Share Warrants in question are: 

Share Warrants of 4 shares each, numbered 1-134,750 
. Share Warrants of 20. shares each, numbered 1 -524,750 
Share Warrants of 80 shares each, numbered 1-347,250 
Share Warrants of 1000 shares each, numbered 1 -14,700 

NOTICE IS HEREBY GIVEN that the talons, numbered 201, relating 
to the above mentioned Share Warrants should now be 
surrendered to be exchanged for new coupon sheets. 

Particulars of the talons shoujd be entered on listing forms, 
copies of which can be obtained from Uoyds Bank Registrars, 
Antholin House. 71, Queen Street, London EC4N 1SL, with whom 
the completed forms, accompanied by the talons, should be 
lodged, by hand. 

The listing forms must be completed and signed by the Depositary, 
and subject to the listing forms and talons being in order, the new 
coupon sheets will be issued within a 28 day period. 

* 

Should any talons arid listing forms be received by post, the new 
coupon sheets will be dispatched by unregistered post to the 
Depositary concerned at his own risk. Neither Uoyds Bank nor the 
Company will accept responsibility for any loss in the post. 

No talon will be accepted unless accompanied by a listing form 
duly completed and signed by the Depositary. 

Nom Registered Shareholders with, share certificates may ignore 

this notice as dividends are paid to them direct 
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tally impossible/* he says, 
predicting prolonged uncer- 
tainty. 

- Not devaluing would 

maintain the HK deHart pig 
to the US dollar, hut would 
also mean that interest rate 
in Hoag Kong are flkafy to 
remain high, affecting prop- 
arty prices, the financial sys- 
tem and equity prices. 

-At current valuation lev- 
els, Hong Kong la already 
discounting a watershed 
event." says Joseph Rooney, 
global strategist at Lehman 
Brothers in London. 

For Latin America, the 
Aslan tumbles have been a 
double whammy, coming as 
the correction on Wall Street 
has weighed heavily. "Mar- 
ket participants are perhaps- 
overly focused on local fun- 
damentals, missing the feet 
that global variables main- 
tain the upper hand in the 
current investment environ- 
ment,” says TDdd Edwards, 
Latin America s trategi s t at 
BBV Securities in New York. 

Although economic funda- 
mentals are relatively 
healthy, equities have been 
susceptible to oversees capi- 
tal flows and commodity 
prices. While correlations 
between equities and com- 
modity prices have hlstori* 
caHy been low, the relation- 
ship has changed since last 
year's Aslan turmoil, with 
correlations rising to as high 
as 74 per cmt says BBV. 

Emiko Terazono 
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